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1953 1952 % 
GENERATION * (Net) 
gE ee 26,771,450,000 22,597 ,012,000 +18.5 
IY WAGET POWED PIGS. oo iccic cc cccssceceucenscsecsensecetes 10,197,381,000 10,442,691,000 — 2.4 
OCH GOP AGIONE coe. 5.5-60.5 cae cctassvescabcsceioewen 36,968,831,000 33,039,703,000 +11.9 
Add—Net Imports Over International Boundaries................... 151,551,000 180,809,000 —16.2 
a aN cu ase a (aie oreiarg: dis eval nieve. 6 s:0.bie. d:0ayelaevssaceavacsio aid 127,286,000 116,400,000 + 9.4 
Less—Energy Used by Producer...........cccccceccceecceeuuceces 655,611,000 685,653,000 — 4.4 
Net Energy for Distribution............................ 36,337 ,485,000 32,418,459,000 +12.1 
Pest and Unaccoutited fOf oo. sca icescccseceaccsecceseececceces 4,673,369,000 3,951,173,000 +18.3 
Sales to Ultimate Customers.......................00-. 31,664,116,000 28,467 ,286,000 +11.2 
CLASSIFICATION OF SALES 
NUMBER OF CUSTOMERS—As of March 31 
PROUIACRTINL OF TIOKAABUIG. oo ooe cc ccccce sc tecnedesdcecsusseaaacc'e 40,951,432 39,547,057 + 3.6 
Pideteh CIPIEAICE BULA! RAGES) 5 ooo. 555s cin cis bcicinececscrdscnsoccees 1,619,279 1,645,129 — 1.6 
Commercial or Industrial: 
SRA EASE GU OWED 4 5-5 o.0sc cess cesecenaessecedesecncasenes 5,634,767 5,537,642 + 1.8 
DATES EASE ORE POW 2.5. o5.c 5 6a)eccic osscwececdevansacsencesecs 259,551 246,833 + 5.2 
EE SD Ee en Ee eee 157,890 163,569 — 3.5 
Total Ultimate Customers................ 0000 cece euees 48,622,919 47,140,230 + 3.1 
KILOWATTHOUR SALES—During Month of March 
MOMMOUIION OF TIGINEIC. . ong. sc cack kccc assed saecsdaceccscedee 8,382,718,000 7,552,935,000 +11.0 
WEUSH CEIBGINICE URUTA) EROLES) ..., 5 6.o.6cc0 st esse ssiasiacd ee dcanuves sess 682,708,000 541,128,000 +26.2 
Commercial or Industrial: 
SR IE AEN QW 6 x ais sacs eaenids ccgepsccwedevies eisedaes 5,345,379,000 4,948, 817,000 + 8.0 
AMA IRE mMUET UE UII a .os'5 56:0 0.dinidcen sacra sinceceiais ee casie cence sats 15,684,074,000 13,878,696,000 +13.0 
Street ANG TUSNWAY LACKING... 6cisccccsccccccnacesveseasscees 325,026,000 298,613,000 + 8.8 
OGNSE PUES FUTONS... oieccic ccc asaneeseccwecsecccccoseee 733,612,000 710,436,000 + 3.3 
Railways and Railroads: 
Street and Interurban Railways............ ccc ee cse cee ceccees 259,375,000 293,985,000 —11.8 
aR MONS or aa 15, 9; 614.49 41a nia AWARD NE LdaeyR AeA 202,227,000 209,554,000 — 3.5 
eR SES SEE eR PTE Ee aw ee 48,997,000 33,122,000 +47.9 
Total to Ultimate Customers.....................0005. 31,664,116,000 28 ,467,286,000 +11.2 
Revenue from Ultimate Customers....................0.000000- $560,605,500 $506,202,900 +10.7 
RESIDENTIAL OR DOMESTIC SERVICE 
AVERAGE CUSTOMER DATA—For 12 Months ended 
March 31 
Kalowatthoures per Customer....cccccsccceccicccteacceccedcccecs 2,209 2,053 + 7.6 
UIE 52 access 56,04 dee s6 ksh 6.0 ad Ridieaie/b adds 2diarbwnse $60.97 $57.32 + 6.4 
Dy gd re 2.76¢ 2.79¢) — 1.1 











* By Courtesy of the Federal Power Commission. 
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HE EDISON ELECTRIC INSTITUTE 

BULLETIN is published monthly by 
the Edison Electric Institute, an as- 
sociation of electric light and power 
companies in the United States and 
its territorial possessions. Its affiliate 
members consist of members of the 
Canadian Electrical Association. 


The objectives of the Edison Elec- 
tric Institute are: 


The advancement in the public 
service of the art of producing, 
transmitting, and distributing elec- 
tricity and the promotion of scien- 
tific research in such field. 


The ascertainment and making 
available to the members and the 
public of factual information, data, 
and statistics relating to the elec- 
tric industry. 


To aid its operating company 
members to generate and sell elec- 
tric energy at the lowest possible 
price commensurate with safe and 
adequate service, giving due regard 
to the interests of consumer, in- 
vestor, and employee. 


Closing date for the BULLETIN is 
the tenth of the month preceding the 
month of issue. 


Manuscripts and correspondence 
relating to the BULLETIN should be 
addressed to the Editor, Edison Elec- 
tric Institute, 420 Lexington Avenue, 
New York 17, N. Y. 


The Edison Electric Institute does 
not assume responsibility for, nor 
necessarily endorse or approve, state- 
ments made by contributors to the 
BULLETIN. 


Subscription price of the BULLETIN 
is $2.00 per year in the United States; 
$3.00 per year in foreign countries. 


Entered as_ second-class matter, 
August 17, 1933, at the post office at 
Philadelphia 2, Pa., under the act of 
March 3, 1879. Publication office, 56th 
and Chestnut Sts., Philadelphia 39, Pa. 
Editorial office, 420 Lexington Ave., 
New York 17, N. Y. Volume 21, No. 
7, 1953. 
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Industry Responsibilities and Opportunities 
Theme for Annual EEI Convention 


Recent Meeting the Largest in Institute History 


ETIRING Institute President 
R B. L. England set the theme 

for the Twenty-First Annual 
EEI Convention, Atlantic City, June 
1-4, at its opening session when he 
declared that the industry had “great 
work to do, great decisions to make, 
important policies to establish, much 
commercial development work to ac- 
complish, awe-inspiring engineering 
opportunities ahead,” and heavy re- 
sponsibilities in matters of finance 
and in relations with yovernment 
and the public in general. 

This theme of unlimited opportu- 
nity and heavy responsibility was 
evident during the following days of 
deliberation when forthright exami- 
nation of major phases of company 
operations made clear the industry’s 
determination to insure fair compe- 
tition from government proprietary 
business; to extend the advantages 
of electrical living through sound 
advertising and beneficial public re- 
lations activities; to guarantee stock- 
holders adequate returns on their in- 
vestments; to help develop service 
area resources to their fullest po- 
tential; to continue to provide the 
far-sighted leadership which has 
characterized the industry since its 
inception; and to make available the 
industry’s vast experience and tech- 
nological skill for the development 
of economically feasible electric 
power from atomic fuels. 

The continued growth of the in- 
dustry, Mr. England said, promises 
“a new era of electrical living.” Ac- 
cordingly, the convention’s six gen- 


eral sessions were devoted to the ad- 
vancement of the industry along 
many fronts and presented discus- 
sion of an unusually broad range of 
subjects, from utility regulation to 
the industry’s place in the Atomic 
Age. Addressing the sessions was a 
group of 28 nationally prominent 
businessmen, industrialists, educa- 
tors, government officials, and scien- 
tists, whose presentations appear in 
this issue of the BULLETIN, with the 
exception of the financial and leader- 
ship panels, which are available upon 
request to the Institute. 

Serving to enrich the business ses- 
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sions was the informal exchange of 
information among conferees facili- 
tated by the attendance of more than 
3000 delegates and guests, whose 
participation made the meeting mem- 
orable as the largest in Institute 
history. 

Returning to the eastern seaboard 
after meeting in inland cities for the 
past two years, the convention was 
set against the backdrop of Atlantic 
City’s delightful and justly famed 
ocean vista. Another famous Atlan- 
tic City attraction, the Miss Amer- 
ict Pageant, delightfully 
represented by its 1953 winner, Miss 
Neva Jane Langley, who graciously 
welcomed delegates to the opening 
general session in Convention Hall. 

Recalling that the industry helped 
dedicate Convention Hall 24 years 
ago during Light’s Golden Jubilee, 
Miss Langley saluted the industry 
on behalf of American women for 
the “wonderful group of labor-sav- 
ing devices which have brought to 
us the fruits of the power of elec- 
tricity.” “Yours is a great industry,” 
she said, one that “affects the life 
of every person in our great nation,” 
one that affects us “in our homes, 
in industry, and on the farm.” “I 
know that you are going to meet 
every challenge that is thrown be- 
fore you,” she continued, “that you 
will certainly fulfill the obligations 
of the people of America.” 

Walter H. Sammis, President of 
Ohio Edison Co. and Chairman of 
the Board of Directors of Penn- 
sylvania Power Co., was. elected 


was also 
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NEW PRESIDENT OF THE INSTITUTE 


ALTER H. SAMMIS, President of Ohio Edison 

Co. and Chairman of the Board of Pennsylvania 
Power Co., was elected President of the Edison Elec- 
tric Institute at the Institute’s Twenty-First Annual 
Convention, succeeding B. L. England, President of 
Atlantic City Electric Co. One of the nation’s leading 
electric company executives, Mr. Sammis has served as 
Vice President of the Institute for the past year. 

A native of Hempstead, Long Island, Mr. Sammis 
was graduated in electrical engineering from Columbia 
University in 1917, having been elected to Pau Beta 
Phi and Sigma Chi and awarded the Illig medal for 
scholarship. He had received his introduction to the 
utility business as an electrician’s helper with Brook- 
lyn Rapid Transit Co. and as a switchboard operator 
for Public Service Electric and Gas Co. during his 
summer vacations. 

Following his final examinations, he enlisted in the 
Navy as a machinist, serving for 28 months, during 
which he rose to the rank of ensign. Upon his release 
from active service, he returned to Columbia Univer- 
sity as an instructor in electrical engineering. 

In 1920 he joined Consumers Power Co., serving in 
various engineering and power sales capacities until 
1924. After brief association with C. H. Tenney & Co. 
on power sales and rate analysis work for utilities in 
New York and New England, he rejoined Consumers 
Power in 1925 as assistant to the vice president and 
general manager. 

Four years later he became assistant to the vice 
president of Allied Power and Light Corp., a prede- 
cessor of Commonwealth & Southern Corp. In this 
position, he was identified with the operations of The 
Tennessee Electric Power Co., Consumers Power Co.., 
and street railway and interurban bus companies in 
Michigan. 

Mr. Sammis was elected a vice president and direc- 
tor of Consumers Power in 1932 and the following 
year was named to serve in the same capacities for 
Ohio Edison Co. and Pennsylvania Power Co. In 1936 
he became president of Pennsylvania Power and two 
years later was made a vice president and director of 
Commonwealth & Southern. In 1944 he resigned from 
Commonwealth and also from Consumers to accept 
the presidency of Ohio Edison, at Akron. In 1950, 
he became chairman of the board of Pennsylvania 
Power Co. 

From 1930 until their sale in 1943, he was also an 
officer and director of several transportation com- 
panies in Ohio and Pennsylvania and was president 
of their holding company, Transportation Securities 
Corp., from 1938 until its liquidation in 1943. 

In late 1949, Ohio Edison became an independent 
company upon the dissolution of Commonwealth & 
Southern and, under Mr. Sammis’ guidance, almost 
immediately acquired The Ohio Public Service Co. 
from Cities Service Co. The acquisition agreement 
was signed on November 10, 1949, and, after hearings 
before the SEC and Public Utilities Commission of 
Ohio, Cities Service’s controlling interest of 2,000,000 
of the outstanding 3,000,000 shares of Ohio Public 
Service common stock was acquired by Ohio Edison 
on December 23, 1949. 

Because of many seemingly insurmountable legal 


and financial obstacles involved, the merger was con- 
sidered an outstanding accomplishment in financial 
and industry circles. 

Ohio Edison is the largest electric company in the 
state of Ohio and with its subsidiary, Pennsylvania 
Power, ranks among the first ten power systems 
retailing electric service in the nation. It now serves 
approximately 550,000 customers, and, for the 12 
months ended April 30, 1953, its system’s operating 
revenues were $104,191,077 and its assets, at that 
date, $457,770,252. The Ohio Edison System has a 
total generating capability of 1,234,000 kw in 14 
power plants and has carried on extensive construc- 
tion programs in the post World War II period to 
meet increasing demands for electricity. Construc- 
tion expenditures totaled $197,000,000 for the seven 
years, 1946-52. System expenditures are estimated at 
$59,200,000 in 1953. 

An outstanding achievement of the industry in 
1952 was formation of the Ohio Valley Electric Corp. 
by 15 Ohio utilities, including Ohio Edison and Penn- 
sylvania Power, to supply the entire 1,800,000-kw 
electric requirements of the AEC’s gaseous diffusion 
plant being built in Pike County, Ohio. Two power 
plants to supply this load are now under construc- 
tion by OVEC and its subsidiary, Indiana-Kentucky 
Electric Corp. 

Mr. Sammis, who took an active part in the organ- 
ization of Ohio Valley Electric and Indiana-Kentucky 
Electric, is a director and member of the executive 
committee of both corporations. 

In Ohio he is also a director of the Cleveland & 
Pittsburgh Railroad Co., vice president of the Ohio 
Chamber of Commerce, and vice president and trustee 
of the City Hospital of Akron. 

Active for many years in association affairs, he is 
a member of the American Institute of Electrical 
Engineers, a member of the Executive Committee of 
the Association of Edison Illuminating Companies, 
a member of the Sales Executive Conference, a direc- 
tor and one of the organizers of the Ohio Electric 
Utility Institute, a member of the DEPA Advisory 
Board, and has served as a director and member of 
the Executive Committee of the National Association 
of Electric Companies. One of the organizers of the 
Council of Electric Operating Companies that func- 
tioned during World War II, he is also active in the 
Electric Companies Advertising Program and the 
Electric Companies Public Information Program. 

Mr. Sammis was elected 42nd alumni trustee of 
Columbia University in 1947, is a member of the 
trustee’s Advisory Committee on investments, a former 
member of the trustee’s Honor Committee and De- 
velopment Committee, a former director of the Alumni 
Federation, and a former member and officer of the 
Board of Managers of Columbia Engineering School 
Alumni Association. In 1943 he was recipient of a 
medal “for conspicuous Columbia Alumni service” 
and in 1950 accepted chairmanship of a national com- 
mittee whose object is to provide a new $13,000,000 
Columbia engineering center. 

Mr. Sammis’ varied service with the Institute has 
included membership on the Board of Directors and 
the Advisory Committee. 
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President of the Institute at the con- 
vention, succeeding Mr. England, 
President of Atlantic City Electric 
Co. Upon being installed as new In- 
stitute chief executive at the Thurs- 
day morning general session, Mr. 
Sammis led delegates and guests in 
a vote of thanks to Mr. England for 
his untiring efforts on behalf of the 
Institute and the industry during the 
past year. 

Harold Quinton, 
President 


Executive Vice 
of Southern California 
Edison Co., was elected EEI Vice 
President at the annual Meeting. 
Harold S. Sutton, Treasurer of Con- 
solidated Edison Co. of New York, 
Inc., who has served as Treasurer of 
the Institute for the past two years, 
was re-elected to that post, and 15 
member company executives were 
named to the EEI Board of Directors. 

H.S. Bennion, Institute Vice Presi- 
dent and 


Managing Director, was 
also re-elected to his post, as was 
A. B. Morgan, Institute Assistant 


Managing Director and Secretary. 


Prize Awards 
On Wednesday morning in the 


Ballroom of Convention Hall, where 


all the general sessions were held, 
Harry Restofski, Chairman of the 
KEI Prize Awards Committee and 


Vice President of West Penn Power 
conducted presentation of the 
Reddy Kilowatt Annual Report 
Award and the Claude L. Matthews 
Valor Award. 

teferring to the competitions for 
which prizes were awarded earlier 
this year at the Annual EEI Sales 
Conference, Mr. Restofski said that 
“it has been gratifying to see the 
increase in the number of entries 
submitted for the commercial awards 
in the past few The total 
number of entries this vear assures 
us not only of continued interest in 
the contests but, more important, of 
continued vigorous sales promotion 
by electric companies.” 

sefore this morning’s awards are 
presented, Mr. Restofski continued, 
“we of the Prize Awards Committee 
would like to pay tribute to all those 
companies and individuals who en- 
tered the various EEI contests, to 
the judges who labored long and con- 
scientiously before coming to their 
decisions, and, of course, to the do- 
nors who so generously offered the 
awards. Whether or not they won, 


Co., 


years. 
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HAROLD QUINTON 


Newly Elected Vice President 
of the Institute 


eS QUINTON, Executive 
Vice President and Director of 
Southern California Edison Co., was 
elected Vice President of the Edison 
Electric Institute at its Twenty-First 
Annual Convention in Atlantic City. 
He will hold office for the next year, 
succeeding Walter H. Sammis, who 
has assumed the presidency of the 
Institute. 

Mr. Quinton has been an officer of 
Southern California Edison since 1942 
when he was elected vice president 
in charge of finance. He was named 
a director of the company in 1945, 
executive vice president in 1948, and 
a member of the Executive Commit- 
tee of the Board of Directors in 1949. 
He is also a director and vice presi- 
dent of the Los Angeles Chamber of 
Commerce and a director of the Cali- 
fornia Bank, Pacific Mutual Life In- 
surance Co., Pacific Coast Electrical 
Association, and Edison Electric In- 
stitute. 

A native of Topeka, Kan., Mr. 
Quinton attended Topeka High School. 
Washburn Academy, and Northwest- 
ern University. Following three years 
in the United States Army during 
World War I, he served for six years 
with the Treasury Department in 
Washington, D. C., and for 16 years 
as a partner in the firm of Arthur 
Andersen & Co. before becoming as- 
sociated with Southern California 
Edison. 


Wwe are sure that the entrants who 
competed have been gainers both for 
themselves and their companies.” 
“The Prize Awards Committee,” 
Mr. Restofski added, “urges small and 
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medium-sized companies not to hesi- 
tate to enter one or more of the con- 
tests, because in nearly all instances 
there are special classes favoring 
these companies.” 

Sponsored by the Reddy Kilowatt 
Service and awarded each year to 
the electric company whose annual 
report best illustrates, humanizes, 
and simplifies company operations, 
the Reddy Kilowatt Annual Report 
Award Contest for 1952 was won by 
Arkansas Power & Light Co. The 
award was presented to R. E. Ritchie, 
President of Arkansas P&L. 

Four electric companies receiving 
Honorable Mention Certificates were 
Pennsylvania Power & Light Co., 
last year’s top winner; Gulf States 
Utilities Co.; Wisconsin Power & 
Light Co., recipient of an Honorable 
Mention Certificate last year; and 
Pacific Utilities Co. The presenta- 
tions were made by Ashton B. Col- 
lins, Director of the Reddy Kilowatt 
Service. 

William A. Cripps, Electric Repair 
Leader of Pennsylvania Power & 
Light Co., received the Claude L. 
Matthews Valor Award for 1952, 
which honors acts of devotion to 
duty wherein electric company em- 
ployees display extraordinary cour- 
age in efforts to maintain important 
electric service or to restore such ser- 
vice in the shortest possible time. 
Making the presentation was Claude 
L. Matthews, President of the W. N. 
Matthews Corp., donor of the award. 

Mr. Cripps’ unusual act of valor 
took place on October 2, 1952, when 
a 66,000-v oil switch at PP&L’s Shen- 
andoah Substation failed and caught 
fire in a flash-over. While the sub- 
station operator tried to isolate the 
burning switch, Mr. Cripps single- 
handedly attacked the blaze, despite 
the imminent danger of a second 
flash-over. 

The PP&L crew leader exhausted 
all available fire extinguishers and 
then resorted to throwing dry chem- 
icals on the fire by hand. His con- 
tinuing actions kept the fire under 
control until additional equipment, 
through the substation operator's 
telephone calls, could be secured 
from other PP&L locations. Mr. 
Cripps’ efforts made it possible to 
restore service quickly to lines af- 
fected by the fire and prevented par- 
tial loss of substation structure and 
adjacent equipment, thereby avoid- 
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R. E. Ritchie (second from right), President, Arkansas Power & Light Co., receives top prize in the Reddy Kilowatt Annual 


Report Award Contest from Ashton B. Collins, Director, Reddy Kilowatt Service, award donor. 


Left to right are Harry 


Restofski, Prize Awards Committee Chairman, and representatives of companies winning Honorable Mention Certificates, 


including M. H. 


Frank, Executive Vice President, Wisconsin Power and Light Co.; Charles E. Oakes, President, Penn- 


sylvania Power & Light Co.; and (far right) J. J. Morrison, Assistant to the President, Gulf States Utilities Co. 


ing a total loss of power for an ex- 
tended period. 


New Resuscitation Film 

One of the most unusual features 
of the genera! sessions was the Mon- 
day afternoon premier showing of a 
sound-color motion picture entitled 
“Pole Top Rescue.” Based on the 
dramatic demonstration of the Oes- 
terreich Method of Pole Top Resus- 
citation staged by a line crew of The 


Cleveland Electric Illuminating Co. 





convention, the film 
stars the same crewmen and depicts 
with startling impact how a routine 
job on an overhead residential dis- 
tribution line can, through careless- 


at last year’s 


ness, result in a near fatality. 
Filmed in a Cleveland suburb un- 
der actual work conditions, the pic- 
ture opens with Foreman Gus Prugh 
assembling his men for a brief con- 
ference on work 


safe procedures. 


Crew members then begin their as- 
tragedy 


signed duties, and strikes 


The Cite LRarmrses Ry eh 
FOS ato 


AN 


William A. Cripps (second from left), Pennsylvania Power & Light Co., displays 
the citation accompanying the Matthews Valor Award presented him by Claude L. 
Matthews (second from right), President, W. N. Mathews Corp., award donor, 
while Chairman Restofski and PP&L Operating Vice Prezident H. Ferguson watch. 


lineman con- 
tacts an overhead conductor. The re- 
sulting arc galvanizes the crew into 
action, and the following pole top 
rescue vividly illustrates the effec- 
tiveness of resuscitation techniques 
employed in the industry. The film’s 
excellent color photography, its real- 
life setting, 


swiftly as a careless 


and its technical ac- 
curacy make for a stirring documen- 
tary on life-saving methods and the 
folly of carelessness. 

In commenting on the picture, Mr. 
England observed that “the natural- 
ness of the lineman-actors in their 
work, in the inevitable by-play that 
goes with it, and in their reaction 
to the accident. heightens the effect 
of the film and gives it definite hu- 
man interest appeal. As a pertinent 
sidelight on a vital phase of electric 
operation, I am sure that many com- 
panies will find the film suitable for 
showing to all members of utility 
organizations and allied groups.” 

Produced for the Institute by Mo- 
tion Picture Productions. Ine.. the 
29-minute, 16-mm film is available to 
member companies. Prints of the 
picture are priced at $350 each and 
may be obtained upon request to the 
Institute. 


Special Events 
The Bendix Home Appliance Divi- 
sion of Aveo Manufacturing Corp. 
was host to the ladies at a luncheon 
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held in the Carolina Room of the 
Chalfonte Hotel at noon on Tuesday, 
during which a fashion show fea- 
turing new synthetic fabrics in de- 
signs created by New York coutu- 
riers was presented. General Albert 
C. Wedemeyer, whose subject was 
“Responsibilities in Lieu of Right,” 
was guest speaker. On the follow- 
ing day in Trimble Hall of the Clar- 
idge Hotel, the Institute was host to 
a ladies luncheon which heard Novel- 
ist Pearl Buck speak on “Korea To- 
day.” Also on hand was D. S. Ken- 
nedy, Chairman of the Convention 
Program Committee, who presented 
a concise and interesting report to 
the ladies on the business being 
transacted at the general sessions. 

On Wednesday evening delegates 
and guests were invited to three 
buffet suppers held in the Dennis 
Hotel, Marlborough-Blenheim Hotel, 
and Claridge Hotel, at which the 
Institute was again host. 

Later that night, at the Warner 

Theatre on the Boardwalk, Electric 
Energy, Inc., received the Charles A. 
Coffin Award, the industry’s highest 
honor. The award was presented to 
J. W. McAfee, President of Electric 
Energy, Inc., by Ralph J. Cordiner, 
President of General Electric Co., in 
a ceremony described on page 234 of 
this issue. 
- Immediately following the award 
presentation, convention entertain- 
ment culminated in the appearance 
of Fred Waring and his Pennsylva- 
nians, presented through the cour- 
tesy of General Electric Co. From a 
potpourri of musical selections that 
ranged from the “Nutcracker Suite” 
to the “Battle Hymn of the Repub- 
lic” and from folk music to jazz, Mr. 
Waring and his talented groun of 
singers, instrumentalists, and come- 
dians wove a thoroughly enjoyable 
and relaxing program which paid 
tribute to Mr. Waring’s consummate 
showmanship. 


Acknowledgments 


In closing the convention § on 
Thursday, Mr. England gave grate- 
ful acknowledgement to the many 
people and organizations whose co- 
operation contributed to the excel- 
lence of the Institute’s twenty-first 
annual meeting. 

“A great program makes a suc- 
cessful convention,’ Mr. England 

(Continued on page 296) 
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Remarks of Walter H. Sammis in Accepting 


Presidency of Edison Electric Institute 


thank you for the very great honor you have conferred upon me. It 
is going to be difficult to follow in the footsteps of my able predeces- 


sors. I shall give my best to this assignment and shall strive to further 
the aims of the Institute as set forth in its Constitution. I seek your 
cooperation. 


Some members of the press have asked me since I have been in Atlantic 


City what my policy will be regarding various industry matters upon 
assuming the presidency of the Edison Electric Institute. I have told 
them that I cannot speak for the EEI membership without its direction. 


Personally, however, I shall: 


1. Endeavor to foster a greater spirit of community service and area 
development on the part of electric companies and their personnel, 
including the big task of making electricity do more for agriculture, 
to the end that the areas served may enjoy healthy and durable growth. 
2. Endeavor to further the cooperative efforts between the electric 
industry and the Atomic Energy Commission in the development and 
utilization of atomic power for the general welfare of all people. 

3. Endeavor to obtain from the Federal government, to the end that 
there shall be no unjust discrimination among electric customers, equal 
treatment for both the investor-owned companies and government- 
owned power agencies in opportunities for buying power from govern- 
ment dams and in the imposition of taxes; in other words, to obtain 
fair play. 


All business should bear its share of the cost of government. I shall 
exert every effort to have the Federal government tax government 
enterprises competing with the private power industry on a basis 
equivalent to the electric companies. These companies paid $1,240,000,- 
000 in taxes last year on their electric operations alone, or 23 cents of 
each dollar of electric revenue received, of which $775,000,000 or 14.5 
cents went to the Federal government. Government power enterprises 
paid no Federal taxes and in most instances little or nothing in lieu 
of state or local taxes. 

4, Endeavor to stop further expenditures by the Federal government 
for the building of power plants and transmission lines, which busi- 
ness-managed electric companies are willing to build. 


The record of this industry in the seven and one-half years since 

V-J Day of having invested more money in generating and other 
electric facilities than the total for all the 63 previous years of its 
existence indicates how it has met the unprecedented needs for power 
and proves conclusively that private electric companies have the un- 
questioned ability to provide all the power that this country can use. 
And this has been done with due regard for the publie’s interest and 
under regulation by governmental agencies. 
5. Endeavor, where feasible, to get the Federal government out of the 
power business as this becomes practicable. In the meantime, Federal 
agencies should be required to charge the full cost of electric service 
to their customers so that these operations will cease to be a burden 
on the Federal taxpayer. 


Our Federal government has been using tax monies of its citizens 
to establish power facilities to compete in business with its citizens, 
whereas through the sale of such facilities it could help reduce the 
$273,000,000,000 national debt. 


Governmental proprietary business is a threat to all private enterprise 


and without private enterprise there cannot long remain real individual 


freedom. 

Only an enlightened public opinion can make these objectives possible 
of accomplishment. Therefore, I intend at every opportunity to make 
known to the American people the facts about our business. 
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The President’s Address 


B. L. England 
President, Edison Electric Institute 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


ODAY the electric industry in 

the United States has great op- 
portunities and along with these 
opportunities, much greater responsi- 
bilities. Much has been said about 
the way our industry has been under- 
mined by the growth of socialistic 
policies and the 20 years of attacks 
by proponents of government power. 
But, I for one, believe that we grew 
strong, that we recognized our weak- 
nesses and are facing the future with 
a greater depth of understanding be- 
cause of these opposing forces. We 
know that the answer to “cheap gov- 
ernment power” is cheaper, more re- 
liable, less political, more business- 
like, and more imaginative private 
power. Our companies have never 
been financially stronger, service- 
wise more capable, and earnings-wise 
more attractive than they are today. 
The question is sometimes asked, 
“Why do we have conventions and 
whom should we send to them?” We 
attend conventions because we have 
a community of interest and because 
we do a better job in serving our 
stockholders, our customers, and our 
nation when we keep in touch with 
what is going on in all parts of the 
country. The convention helps us to 
establish and renew acquaintance- 
ships valuable in the conduct of our 
company business. It gives oppor- 
tunity to voice significant views. It 
helps us to keep our perspective, to 
clarify our thinking, to develop in- 
formed opinions, and to grasp the 


real significance of new develop- 
ments. 
Electric companies have much 


business with neighboring utilities 
and with electrical manufacturers. 
Friendship and mutual understand- 
ing and a disposition to consider the 
concerns and opinions of one another 
are important in the discharge of our 
full responsibilities to our custom- 
ers. The convention helps to develop 
these relationships. within the in- 
dustry. 

The convention affords opportunity 
for the younger potential leaders to 
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make contact with the top leaders 
in the industry and to acquaint them- 
selves with the broader aspects of 
the electric utility business. It lifts 
their points of view and enlarges 
their vision of their own jobs. It 
also offers an opportunity to stimu- 
late division managers in their very 
important job of serving the cus- 
tomer. To most of the customers of 
investor-owned utilities, they are 
the company, yet the nature of their 
work tends to isolate them from 
other industry leaders and to cause 
them to lose contact with what is 
going on generally in the industry. 
It is important that top executives 
attend for the influence they can 
exert on the future careers of those 
who will be the top leaders ten, 15, 
and 20 years from now. They owe 
this to those who will come after 
them. It is desirable that the key 
men of each company and _ the 
younger potential leaders and divi- 
sion managers attend conventions oc- 
casionally for the stimulation and 
development to be obtained. That is 
why we have conventions. These are 
the people who should attend. 
The sales of electricity have been 
running well ahead of last year. The 
Federal Reserve Board Industrial In- 
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dex stands at a high level. Neverthe- 
less, the latest reports of our Power 
Survey Committee obtained from the 
power areas and from manufacturers 
make it clear that there will be an 
adequate supply of power throughout 
the coming year in all parts of the 
country, except, possibly, in the Pa- 
cific Northwest, should there again 
be an adverse hydro season such as 
occurred last fall. 


The electrical manufacturers ad- 
vised that they will deliver this year 
12,500,000 kw of generating equip- 
ment. This amount is greater than 
the total generating capacity of all 
electric company plants in 1920. Of 
course, not all of these 12,500,000 kw 
will be installed during the year. 
The present estimate is that about 
10,000,000 kw will be put in opera- 
tion. 


Our survey shows that the entire 
electric utility industry will add 
about 30,000,000 kw in the three 
years 1953 to 1955, inclusive. Not 
only will we have ample capacity to 
supply the power demand in the 
years ahead of us, but plainly we 
will have a big selling job to do if 
we are to make the most of the 
commercial opportunities that con- 
front us. 

It was found advisable during the 
year to study the need for greater co- 
ordination between manufacturers and 
the industry. This was particularly 
true in the planning of sales promo- 
tion programs and advertising. It is 
gratifying to report that a Coordinat- 
ing Committee has been established, 
made up of four members each from 
NEMA and EEI, with the later addi- 
tion of National Association of Elec- 
trical Contractors, National Associa- 
tion of Electric Dealers, and National 
Association of Electric Wholesalers. 
This committee has now set up ob- 
jectives, and we can look forward to a 
greater unity of effort in the period 
ahead when sales will be very neces- 
sary. 

Attention is being given again by 
the Federal government to the matter 








Page 226 


of labor legislation. Prior to the en- 
actment of the Taft-Hartley Law, the 
Board of Directors of the Institute 
approved a statement of policy pre- 
pared by one of its committees set- 
ting forth the position of the Insti- 
tute with respect to the labor issues 
which led to the enactment of that 
law. The statement set forth at that 
time will be found to be sound and 
applicable today. I recommend that 
from time to time we read the state- 
ment to refresh our views on labor 
questions. By way of example, I 
quote two items from the statement 
No specific Federal legislation 
singling out the electric industry 
or the public utility industries ap- 
pears necessary to minimize the 
possibility of interruptions of util- 
ity service due to strikes. 
Electric utilities are essentially 

local enterprises subject primarily 
to state regulation as to rates, 
finances, and standards of service. 
When necessary, any special laws 
regulating the labor relations of 
utility employees and manage- 
ments should, to the greatest de- 
gree possible, be state laws pro- 
viding for regulation and enforce- 
ment by state agencies. 

For years the Federal and state 
governments and many national and 
local agencies have been concerning 
themselves with the development and 
preservation of our natural re- 
sources. In response to a request 
from the President’s Water Re- 
sources Policy Commission, the Edi- 
son Electric Institute prepared and 
three years ago at its Convention 
adopted a brief statement of prin- 
ciples and policies with respect to 
the development of water resources 
in the United States. The statement 
dealt with fundamentals, and it is 
as sound today as when it was writ- 
ten. Let me call attention to a few 
of the 15 principles we adopted. 

The government should encourage 

development of private capital. 

Much of the river development can 

be accomplished by nonFederal 
capital. 

Licensing under the Federal Power 

Act should be encouraged. 
Local agencies, not the Federa! 
government, should be responsi- 
ble for the adequacy of power 
supply for nonFederal needs. 

All projects should be economically 

justifiable. 
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Benefits should be required to ex- 
ceed costs by substantial mar- 
gins. (The wisdom of this prin- 
ciple has been demonstrated by 
many recent instances of gross 
underestimation of costs by the 
Federal agencies.) 

Power should be sold at market 
value. 

Disposition of power should be by 
nonFederal marketing. 

Federal power should be sold with- 
out discrimination. 

I think it can fairly be said that 
there is a growing. realization 
throughout this country, particularly 
in the West, that local planning and 
local responsibility must have a dom- 
inating role in the sound development 
of natural resources and that there 
is grave danger to the survival of 
local government if Federal bureaus 
assume the determining role in the 
development of natural resources. If 
legislation were enacted in conform- 
ity with the recommendations of the 
1950 Report of the President’s Water 
Resources Policy Commission, _ it 
could only eventuate in national con- 
trol over all water and land. There 
could be no real freedom in this 
country with the Federal government 
in full control of water and land. 

Let us contrast for a moment the 
long-range effect of big government 
control of natural resources on local 
government and individual freedom 
with the long-range results when 
power companies develop water re- 
sources. The development by the 
companies is subject to local and 
national regulation. They must make 
their plans and their operations con 
form to the mandates and wishes cf 
local authorities, as well as meet the 
requirements of national agencies. 
Their work must conserve and de- 
velop natural resources in conform- 
ity with the public interest, both lo- 
cal and national. They are not and 
cannot be a law unto themselves. 
Even if they were disposed to con- 
serve and develop natural resources 
unwisely, they could not abuse their 
power because they do not have it 
to abuse. Thev are subject to con- 
trol under the laws and regulations 
of the local and the Federal govern- 
ment. The Federal agencies are not 
under such regulation. 

I believe that any fair-minded per- 
son who will inform himself of all 
the facts must agree with the con- 
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clusion that the Federal government 
in its legislation, its regulations, its 
interpretations of laws and regula- 
tions and its administration of them, 
and in its judicial proceedings has 
heavily discriminated against in- 
vestor-owned power companies and 
has fostered the nationalization of 
electric power. I need not argue the 
point. Many eminent persons in the 
past year, including President Eisen- 
hower and former President Herbert 
Hoover, have stated the case. 

The defenders of such legislative 
and administrative action centend 
that these actions have been neces- 
sary to preserve our natural re- 
sources for the people and to protect 
them from the greed of big corpora- 
tions. Their contentions are not 
valid. They deliberately ignore the 
fact that investor-owned companies 
are under local regulation and con- 
trol, and benefits or advantages to 
be had from the building of power 
dams or from participation in gov- 
ernment built power projects must of 
necessity go to their customers. And 
further, in making such develop- 
ments the companies must conform 
to local sentiment in conserving and 
using natural resources. Generally, 
they must also obtain a license from 
the Federal Power Commission and 
make their work conform to the over- 
al! plans of various Federal agencies 
with respect to conservation and 
utilization. What organization can 
better conserve our natural resources 
than power companies which have 
to conform their plans to local regu- 
lation and must satisfy conditions 
determined by the Federal govern- 
ment? 

On the other hand, no state and 
local agencies establish and enforce 
the conditions under which Federal 
bureaus will carry out their construc- 
tion plans and operate their power 
facilities. They follow their own con- 
siderations. When it comes to the 
exercise of monopoly there is nothing 
to compare with the monopolistic 
powers that Federal agencies arro- 
gate to themselves. 

In competing with private busi- 
ness, there are several weapons 
which the Federal government uses. 
Two of these are important: (1) tax 
discrimination and (2) selling power 
below cost to preference customers. 
Investor-owned power companies, 
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and therefore their customers, are 
heavily taxed to support the govern- 
ment. At the present time they are 
paying 14 per cent of gross revenues 
to support the Federal government 
and 9 per cent to support local gov- 
ernments, a total of 23 cents out of 
every dollar they take in. It is proper 
that along with the rest of American 
business they should pay taxes, but 
it is grossly unfair for electric com- 
pany customers to be taxed through 
their power bills to support the gov- 
ernment and then for the govern- 
ment to exempt by law from taxation 
those customers who obtain their 
power from local and national gov- 
ernmental proprietary business. At 
present tax rates the cumulative 
effect of this tax exemption is 
enormous. 

No industry, however efficient and 
progressive in its engineering and 
management, can indefinitely survive 
such tax inequity. Either the in- 
equity must be corrected or, in time, 
free enterprise in the power field will 
be destroyed. 

Furthermore, the proprietary power 
business of most governmental agen- 
cies has the unfair advantage that 
interest on the bonds sold by them 
to provide money for this business 
is also tax exempt, a fact that ma- 
terially reduces the interest rate on 
such bonds. 

The practice followed by Federal 
agencies of selling power below its 
real cost and thereby forcing Fed- 
eral taxpayers to subsidize part of 
the power bills of the consumers of 
the underpriced electricity is wide- 
spread and has been recognized from 
its beginning. If power were sold to 
cover the true cost to the Treasury, 
including an amount equivalent to 
the Federal taxes that would be paid 
if the property were investor-owned. 
in most instances the cost of Federal 
power would equal or exceed the fair 
market value of power as established 
by the production cost from other 
power sources in an area. Hence, 
there would be no preference in the 
preference clause, but by ignoring 
and understating costs, the power is 
sold at prices that carry a heavy 
subsidy from the Federal taxpayer. 

In the case of TVA, no interest is 
paid on monies received through ap- 
propriations. Independent estimates 
made years ago came up with the 
answer that the TVA yardstick was 


EDISON ELECTRIC INSTITUTE BULLETIN 


18 or less inches long when it was 
set up. Since the establishment of 
the Tennessee Valley and the Pacific 
Northwest projects, the cost of con- 
struction has doubled, yet in neither 
area have rates been significantly in- 
creased to the preference customers. 

The laws governing the sale of 
power from Federal projects set up 
certain preference customers, that is, 
local governmental bodies and co- 
operatives. These are agencies that 
have not been taxed to help pay for 
the facilities built by the Federal 
government, yet they are given pref- 
erence in buying power that is priced 
to make this preference attractive to 
them. The practice is obviously de- 
signed to lure municipalities and ru- 
ral districts into setting up power 
systems of their own to qualify as 
preference customers under the pro- 
visions of Federal law. 

As stated before, the proponents 
of these discriminatory practices 
argue that public resources should 
be developed for the benefit of the 
public and not for private profit, but 
in all fairness, who but the public 
benefits if power is sold to regulated 
investor-owned companies. Any sav- 
ings in cost to the company due to 
purchases of low-cost power go to 
the customers a company serves. 
Their tax money has helped build the 
projects. Surely there is no fairness 
in a provision that denies to certain 
classes of American citizens a gov- 
ernment subsidy extended to another 
class. This is what we mean by un- 
fair competition, and _ legislative 
changes are needed to correct the 
lack of fairness. It is too much to 
ask Federal bureaus at all times to 
restrain themselves. They have been 
tried in this regard and found want- 
ing. Congress should act to reestab- 
lish fairness in the provisions of its 
laws. 

The issue here is much broader 
than the power industry. The Fed- 
eral government has entered into 
other fields of business. The power 
industry is vitally interrelated with 
practically every other industry. A 
threat to nationalize and destroy any 
American business or industry is a 
threat to destroy the free enterprise 
in all American business and indus- 
try. That inter-relation has been well 
demonstrated in a number of foreign 
countries, and America can profit 
from the lesson they afford. The 
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free-enterprise system is efficient, 
vigorous, and resourceful. It can and 
does put up a good battle against 
odds, but certainly the power to tax 
is the power to destroy. Big govern- 
ment is bigger than any industry, 
and if the basic inequities I have 
pointed out are not corrected, the 
government will wind up by nation- 
alizing many of our basic industries, 
as was done in England, and through 
them will effectively dominate prac- 
tically all business and industry. 


While we are asking for fair com- 
petition, let us be sure that we give 
fair competition in return and that 
we go even beyond the actual re- 
quirements of regulation and law to 
assure this in our business dealings 
with neighboring municipal and 
co-op systems. They are not charity 
subjects and can and should pay 
their way like any other proprietary 
business, but we can be helpful to 
them, and they can be helpful to us. 
They are our neighbors, and let us 
see to it that we are sound and fair 
in all our dealings with them. It will 
become apparent to them that in 
reality we are their best friends. 

In speaking of the efficiency and 
resourcefulness of the free-enter- 
prise system, I call to your attention 
the very heartening reversal of the 
trend from governmental power busi- 
ness in the Northwest toward a 
strengthening of investor-owned 
power business in that region where 
the Federal government has been 
pouring out many hundreds of mil- 
lions of dollars for power facilities. 
Another very heartening develop- 
ment has been the bold enterprise of 
five companies in organizing Electric 
Energy, Inc., to challenge success- 
fully the monopoly of the Tennessee 
Valley Authority, with its tax-free, 
interest-free business, in preempting 
the supply of power requirements for 
the Atomic Energy Commission. This 
venture was followed shortly there- 
after by the organization of the Ohio 
Valley Electric Corp. backed by 15 
power companies to go ahead with 
a $400,000,000 power-generation proj- 
ect. Another similar development is 
the program of five power companies 
in New York State designed to carry 
out the redevelopment of power at 
Niagara Falls, the site where the 
privately-owned Niagara Falls Power 
Co. wrote an illustrious page in the 
history of private enterprise. 
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This point brings me to the part 
which power companies are playing 
and can play in the development of 
the areas which they serve. 

A utility company in the conduct of 
its business must engage efficiently in 
long-range planning and have the 
courage to make decisions far in ad- 
vance of operating necessities. It 
must be prepared to serve the power 
needs of the territory. It can grow 
no faster nor prosper more than the 
territory it serves. It cannot shift its 
place of business. On the other hand, 
it can be a most constructive force in 
the development of the area that it 
serves, helping to build up the well- 
being of its territory and thus helping 
its own business to grow. 

There is no magic in the power 
company’s contribution to area de- 
velopment.’ It has no money to squan- 
der on popular ventures. It must pay 
interest and dividends to those who 
furnish its funds, and its rate of re- 
turn on its investment must be kept 
moderate. The public service commis- 
sion will see to that. But to carry out 
its functions in serving agriculture, 
commerce, and general industry, it 
must have trained personnel who are 
continuously engaged in planning and 
men who are thoroughly acquainted 
with the territory and its possibilities 
and know how to put electricity to 
work to earn more for the customer. 

The power company is, therefore, 
especially qualified to contribute to 
area development work and has an 
unusual opportunity for civic leader- 
ship. Do not think that such work 
is unappreciated even though such 
appreciation may not be recognized 
for a long time nor expressed. I will 
take the liberty of quoting from a 
few lines of an editorial in the 
Cleveland News of March 27, 1953, 
commenting on the contribution of 
The Cleveland Electric Illuminating 
Co. and its President, Elmer Lind- 
seth, a past President of the Insti- 
tute, toward the well-being of that 
area. 

This program (urban redevelop- 
ment) comes to us from an earnest, 
hard working industrialist who 
knows what he is talking about, 
who hasn’t spent as much time 
talking as in working to get Cleve- 
land its rightful share of commerce 
and industry. 

In recent months, there has been 


EDISON ELECTRIC INSTITUTE BULLETIN 


a substantial increase in interest 
rates on long-term debt. Because the 
electric industry is pre-eminent 
among industries in the amount of 
capital it requires and the slow rate 
of turnover capital, the interest rate 
on bonds is very important in its 
rate making and financial problems, 
and this change is a matter of con- 
cern to all of us. Rate increases ob- 
tained during the past few years to 
offset the rise in the cost of labor 
and materials were based on the cost 
of money then prevailing. It becomes 
critically important that public ser- 
vice commissions give adequate con- 
sideration to changes in the cost of 
money if we are to carry forward 
successfully our large construction 
program. This is not a matter that 
company management or regulatory 
commissions can afford to treat 
lightly. 

In the long run, however, it is im- 
portant to all free enterprise, and 
particularly to the electric power 
business, that thrifty and industrious 
people be given incentives to save 
and invest their savings with con- 
fidence in the future buying power 
of the dollar. This change in interest 
rates is in the direction of sound and 
fair treatment of the investor, and 
we should clearly understand the 
significance of this point. 

Our engineers who have been bat- 
tling during the past 20 years to 
offset the increased costs of labor 
and materials by improvements in 
designs, construction, and operating 
methods may find that they have a 
new economic balance to strike in 
their planning and designing because 
of this change in the cost of money. 

The investor-owned companies 
spent about $2,600,000,000 in 1952, 
and at present construction rates it 
would appear that they will spend 
about $3,000.000,000 in 1953, of which 
about two-thirds will have to come 
from the sale of securities or loans. 
These are large figures, and they 
are quoted to emphasize the signifi- 
cance of any change in the cost of 
money. 

Next year on October 21 we shall 
celebrate the 75th Anniversary of 
Thomas A. Edison’s successful in- 
vention of the incandescent lamp. 
This event, as we now see from our 
present position, was a very signifi- 
cant turning point in the life of 
America and, to a lesser extent, in 
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the life of people generally through- 
out the world. 

The Board of Directors of the In- 
stitute has established a Sponsoring 
Committee, a Planning Committee, 
and a Program Committee, which 
have presented a plan for celebrat- 
ing Light’s Diamond Jubilee to the 
Board. An important feature of this 
plan will deal with community cele- 
brations to be fostered by electric 
companies. The Institute would be 
called upon to assist in the prepara- 
tion of Jubilee materials, which the 
Program Committee, made up of rep- 
resentatives from a number of com- 
panies, has concluded will be useful 
in the furtherance of such commu- 
nity recognition of this great event. 

The incandescent lamp began the 
mass use of electricity. Free enter- 
prise fostered the growth of that use 
to unmatched degree. Our present 
standard of living has developed 
largely from that growth, and con- 
tinuing growth and new horizons 
promise a new era of electrical liv- 
ing. Light’s Diamond Jubilee af- 
fords us an opportunity to refresh 
the minds of the older generation 
and bring to the minds of the younger 
generation this historic event and 
what its significance has proven to 
be and what it offers for the future. 

Information concerning the plans 
and indicating the part that electric 
companies, in conjunction with com- 
panies and organizations in other 
branches of the electrical industry, 
can approvriately undertake will be 
made available shortly. 

No industry in the world shares 
information so freely as the electric 
industry, and no organization that 
I know of does such a thorough job 
of bringing the latest experiences and 
the latest developments in every part 
of the industry to the attention of 
all its members as does the Edison 
Electric Institute through its com- 
mittees. This sound practice faith- 
fully followed for nearly 70 years 
is one of the reasons for the sturdy 
growth and _ unhalting advance 
which the power industry has made 
throughout its history, an advance 
that has seen no let up in the rate 
of growth and in the striving for 
improvement in every phase of the 
business. 

One of the rewards of serving as 
President of this Institute is to be- 

(Continued on page 238) 
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ing demonstration of the success 

of the American system of gov- 
ernment than the solution of the so- 
cial and economic problems of our 
public utilities through the inven- 
tion of the machinery of regulation. 
There is probably no more conclusive 
demonstration that an enlightened 
free people can cope with any threat 
to their most cherished institutions. 

The breadth, scope, and history of 
the regulatory movement are so great 
that to deal successfully and clearly 
with it demands that I confine myself 
to only the most salient aspects. 

I have long turned over in my mind 
the thoughts which follow, and ever 
since being honored by the National 
Association of Railroad and Utilities 
Commissioners with the duties of its 
principal executive office, I have ded- 
icated myself to making these 
thoughts known to the public and to 
responsible men in the industry, in 
government, and in the investment 
field. My purpose is a clear and sim- 
ple one. It is to dramatize the over- 
whelming influence which utility 
regulation—as an instrument of gov- 
ernment and as a force of economics 
—has in our society and the crying 
need to improve and strengthen this 
unique institution. 


jor is probably no more strik- 


Increased Awareness 

My remarks will highlight some of 
its most striking characteristics, al- 
ways with the purpose that through 
an increased awareness we can im- 
prove upon the system. It is my per- 
sonal conviction that a new and fresh 
look at the regulatory process is long 
overdue. Furthermore, it is in the 
best interest of all parties—the pub- 
lic, the industry, and the investor. 

This thing called regulation by or- 
ganized independent regulatory 
agencies was the result of the reac- 
tions of independent people to the 
excesses of capitalistic liberalism de- 
veloping out of the fundamental 
change in political and economic phi- 


Atlantic City, N. J., June 1, 1953 





EUGENE §S. LOUGHLIN 


losophy following the Middle Ages. 
From the original reaction to eco- 
nomic oppression, the institution of 
regulation has matured and its pow- 
ers have gone far beyond the “thou 
shall not” stage. Regulation today 
has positive powers of initiation as 
well and can be considered indigenous 
to the English-speaking world. Dur- 
ing the course of the development of 
our economic society, various indus- 
tries and occupations, complex in 
character and with manifold internal 
problems, have from time to time 
come to assume such significance in 
our national life that a measure of 
social control of them has become 
essential. This form of social con- 
trol was devised in a manner funda- 
mentally consistent with the slow and 
intricate evolution of the American 
economic system and with the proc- 
esses of democratic government. One 
of these industries is the public util- 
ity industry. The control devised is 
the independent regulatory commis- 
sion which has built up a whole body 
of administrative law. 

The regulatory agency came into 
being not as a single comprehensive, 
philosophical concept. complete in de- 
tail, but by a process of empirical 
growth. 
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The regulatory process in this 
country traces its beginnings from 
the early experience our people had 
with what was at that time a busi- 
ness bearing the typical economic 
characteristics of the utility as we 
know them today. That business, of 
course, was the railroad. Students 
of the movement have followed the 
development back to my own state. 
As early as 1832, Connecticut had 
granted a special railroad charter 
and created a special commission to 
ensure compliance with its terms. In 
1849, Connecticut set up a perma- 
nent commission for that purpose, 
the first permanent railroad commis- 
sion to be established. Although 
fundamentally unlike and weaker 
than the 1869 Massachusetts commis- 
sion, it was nevertheless charged 
with the duty of supervision and was 
directed to report its investigations 
to the legislature and to make recom- 
mendations concerning compliance 
with charter provisions and on safety 
matters. 


A Gradual Process 

Of course, the present-day com- 
mission with its comprehensive pow- 
ers and responsibilities begins with 
enactment of statutes in Wisconsin 
and New York in 1907. The change 
in emphasis from the almost vindic- 
tive and punitive Granger States rail- 
road commissions of the 1870’s to the 
modern commission, conscious of its 
complementary and pervasive respon- 
sibilities of ensuring sound and effi- 
cient utility service at reasonable 
rates, was a more gradual and less 
clearly marked process. 

But the tedium of history has a 
place only of background in this 
presentation. Like all background, 
however, we would lose perspective 
unless it were in the picture. It does 
much to explain the present situation 
of regulation, and its growth exem- 
plifies the close identitv this social 
phenomenon has with all our Amer- 
ican institutions. 
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The importance, then, of sound 
regulation to the public generally, to 
the industries it regulates, and to the 
investors, small and institutional, is 
simply that it has succeeded in pre- 
serving for America a free and pri- 
vately-owned utility and transporta- 
tion system. It is not without sig- 
nificance that only in America, where 
regulation has developed to the high- 
est refinement, of all the countries in 
the world, is the rail transportation 
system still in private hands. My per- 
sonal belief is that the governmental 
reform which will have the most 
beneficial effect on the regulated util- 
ity industry is an overall improve- 
ment in the caliber of the regulation 
under which it operates. More valu- 
able than income tax legislation, more 
important than labor laws, more far- 
reaching even than changes in na- 
tional power policies, would be the 
development of better regulation of 
utilities, properly divided between 
Federal and state responsibilities, to 
the point of strengthening public and 
investor confidence. For, without 
sound regulation there can be no 
really healthy regulated company, 
and without good corporate health, 
investors will be discouraged and the 
service to the public will suffer. 


Century of Change 


I have touched on the fact of the 
growth of the regulatory process. 
Now, what has been the result of this 
century of change? Has it been 
progress? Yes, in an abundant mea- 
sure; the technique and tools of per- 
forming what started as an experi- 
ment and stayed to be an institution 
have been perfected. 

But has that progress kept pace 
with the jet-like speed with which 
one revolutionary development 
crowded the heels of another as this 
nation came out of the dimness of the 
sputtering oil lamp into the dazzle 
of the fluorescent tube? In many 
cases the answer is no. 

At the outset of an evaluation, we 
are met by two of the most basic ele- 
ments in any regulatory equation— 
the organic legislation plus the per- 
sons who administer it. The basic 
acts under which the several com- 
missions operate range in scope from 
relatively ineffective powers to 
strong and sweeping delegations, in 
some cases approaching the limits of 
management of the property itself. 

It is true that there is something 
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basically appealing to management 
about the thought of operating freely 
with little or no restraint imposed on 
the utility by statute. Afer all, who 
would be the first to complain of 
imprudent management if it were not 
the owners? It needs little thought, 
however, to detect the fallacy in this 
position. The characteristics of the 
utility business—the profound public 
responsibilities of the utility com- 
pany, the relative absence of com- 
petitive controls, the tremendous size 
and investment involved, the wide- 
spread ownership and the concentra- 
tion of economic power—prompt such 
statements as former President 
Hoover made to an audience recently 
when he said, “Free men can no more 
permit private economic power with- 
out checks and balances than govern- 
mental power without checks and bal- 
ances.” 

When we turn to the personnel who 
administer the laws, some of the 
more difficult problems begin to 
emerge. 

Not the least of these is the tradi- 
tional hostility which society has had 
toward bureaus and agencies as op- 
posed to, for example, the courts. The 
danger is, as Thurman Arnold has 
said, “that a few bureaus are neces- 
sary perhaps in a complicated civi- 
lization, but if the bureaus increase in 
number and power, we suddenly find 
that without knowing it we have cre- 
ated a ‘bureaucracy,’ which is one of 
the worst fates that can befall a free 
people. The distinction between bu- 
reaus and courts is important. Courts 
are bound by precedent, and bureaus 
are bound by red tape.” 

As part of the administrative law 
structure, however, a utility commis- 
sion is suspect of harboring within 
it many of the seeds of this bureau- 
cratic abuse. There are even many 
who disagree on the proper organiza- 
tion and function of a utility com- 
mission. Should it be passive, inde- 
pendent and judicial, acting only 
when matters are brought before it? 
Should the commission act merely to 
make findings of fact and recommen- 
dations, or should it affirmatively and 
aggressively play an exclusive role as 
the protector of the public against 
the alleged monopolistic oppression 
of the utility? 

Each of these positions has much 
to recommend it. The best an- 
swer seems to be that the customer 
is entitled to aggressive protection 
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of his interest, while the utility and 
its investors are entitled to an equal- 
ly responsible and impartial tribunal. 
As we shall see, however, truly sound 
regulation sees no dilemma in this 
predicament. Properly administered, 
organized, and staffed, there is no 
danger of bureaucracy in a regula- 
tory agency. 

Some fears are well-grounded, how- 
ever, for the discretion entrusted 
necessarily to the regulatory agency 
is wide indeed. Like the idea of cen- 
sorship, regulation to a large extent 
is as good and as valid as the men 
who administer it. Its big weakness 
is that it depends for its vitality and 
validity on the person of the regula- 
tor and on his integrity. Recognizing 
this, commissions have been tradi- 
tionally plural, providing for the 
benefit of group thinking and discus- 
sion as is found on our appellate 
benches. 

The duties and functions of today’s 
commissions are only too well-known. 
Because their decisions affect all con- 
cerned so vitally, only a_ well- 
informed commission adequately 
staffed and compensated should make 
the key decisions. These men need 
not all be experts in the techniques 
employed, that is, in all the refine- 
ments of the industry, but they 
should be men of sound judgment. 
There is nothing more potentially 
harmful to the regulatory process 
than regulators so steeped in detail 
that they cannot see around their 
subject. Overspecialization in the 
person making the final judgment is 
dangerous in any field. There can be 
no doubt that highly skilled men, 
trained in the mass of detail which 
busies the commission, should be 
available at every stage in the proc- 
ess of rendering decisions. But, it is 
one thing to urge the need for expert 
consultation at every stage in making 
policy; it is another thing and a very 
different thing to insist that the ex- 
perts’ judgment must be final. The 
expert sacrifices the insight of com- 
mon sense to the intensity of experi- 
ence. “Experts,” said one observer, 
“must always be on tap but never on 
top.” 

But the problem is to obtain and 
hold the type of varied personnel— 
experts on the staff and advisory 
level, men of sound judgment and 
unquestioned integrity on the com- 
mission level. 

It is frequently observed that it 
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takes from four to six years of reg- 
ulatory experience before a commis- 
sioner or a member of the staff is 
fully conversant with the problems 
in the utility industry. Yet during 
this period and after the individual 
has obtained a degree of skill and 
experience, the compensation paid to 
these men is dangerously inadequate. 
How can the commissions provide 
the public and the utility industry 
with the caliber of regulation con- 
templated by law unless commissions 
can be assured of the continuity of 
personnel and policy which comes 
from experience? How can commis- 
sions expect to attract and retain ex- 
perienced personnel unless they are 
fairly compensated ? 


Wide Range of Problems 


As is true in most human situa- 
tions, individual companies are deep- 
ly involved with the problems of 
their own businesses. Public utility 
commissions, on the other hand, must 
be familiar not only with the many 
problems of the electric industry, 
but are necessarily interested in and 
concerned with all the problems of 
all the utilities subject to their re- 
spective jurisdictions. The business 
of regulation makes it necessary for 
the commission and its staff to be 
familiar with railroads. motor com- 
mon carriers, gas companies, pipe 
line companies, water companies, 
telephone and telegraph companies, 
buses, taxicabs, and warehouses in 
addition to electric public utilities. It 
is humanly impossible for anyone to 
be fully conversant with the func- 
tioning, financial aspects, and the 
many varied problems which arise in 
each of these categories without a 
great deal of training and experience 
in the field of regulation. 

Development of atomic piles has 
progressed beyond the laboratory 
and discussion stage and now pre- 
sents a current problem for the elec- 
tric industry. It represents but one 
of the newest technical questions 
with which regulatory agencies must 
deal and illustrates the breadth of 
the experience required to administer 
the regulatory process properly. 

Ever since the United States Su- 
preme Court was persuaded to accept 
the theorv that the Fifth and Four- 
teenth Amendments protect utility 
property from confiscation resulting 
from unreasonably low rates, regula- 
tion has operated between this floor 
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on the one hand and the ceiling of 
unreasonably high rates on the other. 
Broad as these markers have left the 
path, the final responsibility of 
marking the proper line where rea- 
sonableness lies in a particular case 
rests with the utility commission. 

But this duty of determining the 
revenues which are sufficient for the 
company is influenced by many other 
considerations which are the respon- 
sibility of the commission. The fix- 
ing of rates would be largely emascu- 
lated without the correlative respon- 
sibility and jurisdiction over the ade- 
quacy of service, safety standards, 
security issues, accounting practices, 
and principles. 

The decisions of commissions then 
accumulate over a relatively short 
period into a body of influence and 
policy which can and do affect com- 
panies subject to their jurisdiction 
and, in turn, their customers and in- 
vestors. For example, the decision in 
any particular rate matter is com- 
pounded of subsidiary decisions re- 
specting the cost of capital, histor- 
ical, present and prospective, the 
debt ratio, value of service, reason- 
ableness of operating expenses, and 
design of the rate structure itself, to 
name a few. 

From this brief catalog of consid- 
erations which weigh a commission 
decision, it should be obvious that 
for selfish reasons alone, the public, 
the utility companies, and the in- 
vestors should make every effort 
within their power to assure them- 
selves that their respective interests 
are ably and effectively weighed and 
judged at the commission level. The 
nature and modern concept of the 
function of a commission, however, 
discloses that these interests when 
extended far enough merge into one 
common theme. That theme is the 
preservation and encouragement of 
a properly financed and healthy util- 
ity structure. ably designed to take 
advantage of technological develon- 
ments in the industry and pricing 
their services at rates which will pro- 
mote the greatest volume at the low- 
est unit cost consistent with sound 
economic principles. This is the end 
result at which the public, the com- 
pany, investor and commission to- 
gether should aim. Under a sound 
commission, ably staffed and admin- 
istered, such an end result can be 
achieved. Good regulation contrib- 
utes much to the welfare of the peo- 
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ple and the prosperity of the state. 

For a reason far less personal and 
selfish than the prosperity of the in- 
dividual company, utilities generally 
should welcome, encourage and sup- 
port strong, firm, and just regulation. 
For the reasons already mentioned 
there is no doubt in my mind that 
the firmest bulwark between state 
ownership and the continuation of a 
private-shareholder ownership of the 
utility industry lies in the hands of 
the regulatory bodies. For this rea- 
son, if for no other, the public and 
the utility industry have a tremen- 
dous stake in the health and con- 
tinuation of good utility regulation. 

When the public, the companies, 
and their investors realize the stake 
each has in good regulation, much of 
this problem will be on the way to 
solution. It is to everyone’s advan- 
tage that service standards be as 
high as possible and rates as low as 
possible. The commission which mis- 
conceives its position and presumes 
that its principal purpose is to op- 
pose the industry can do no one any 
good. If it becomes so persuaded of 
the infallibility of management or is 
so inadequately staffed that it is un- 
able to question effectively the poli- 
cies of the companies, the injury to 
the public and the investor, although 
indirect, is no less serious. 


Sweeping Results of Judgments 


The commission must have intelli- 
gence enough to judge surely and 
confidently. It must have indepen- 
dence enough to judge fearlessly. As 
is well-known to utility lawyers, pub- 
lic utility regulatory agencies, in 
their opinions, are deciding questions 
of law which within very broad limi- 
tations are final judgments. They 
are making law just as surely as are 
the courts. They are also making 
findings of fact with sweeping con- 
sequences which are virtually incon- 
testable except on the basis that they 
were arbitrary or clearly contrary to 
any evidence on record. It may amaze 
you as it did me, when I became 
aware of the fact that in terms of 
dollars and in terms of people affect- 
ed, commission decisions are con- 
cerned with matters of far greater 
magnitude than almost any of our 
high state court proceedings. More- 
over, the concern which the court 
has in a given proceeding ends when 
judgment is rendered in practically 
all cases. It is an ad hoc decision and 
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being res judicata is a closed matter 
when upheld on appeal. 

The utility commission, however, 
has a continuous responsibility in 
every matter before it. Regulation is 
a continuing process and a commis- 
sion’s concern only begins with the 
issuance of a decision. It must con- 
tinue to live with the consequences 
of every decision long after it is ren- 
dered. Its responsibilities, therefore, 
are far greater than those of many 
courts in most proceedings. So long 
as commissions guard their status as 
independent quasi-judicial agencies, 
however, this responsibility can be 
ably discharged. 

In some instances their judgments 
have not been entirely free of pres- 
sure. This is a shameful mockery of 
the concept of the quasi-judicial reg- 
ulatory agency and should be elimi- 
nated as promptly as education can 
do the job. The Honorable John 
Lodge, the Governor of the State of 
Connecticut, has stated: 

As Governor, I have never inter- 
fered, nor would I ever seek to 
interfere with the Public Utilities 
Commission of our State in its 
judicial functioning. So far as its 
judicial sphere is concerned. a 
public utilities commission is, in 
my opinion, entitled to the same 
scrupulously safeguarded freedom 
of action as we accord to the courts 
to which the commission’s decision 
may be anpealed. 

This is the dignitv to which all 
states and all commissions should 
aspire. This is the ideal to which all 
of the public, all companies and all 
investors should combine their ef- 
forts to aid commission regulation 
in achieving. When that purpose 
is accomplished, men can say con- 
fidently that regulation is an exam- 
ple of one social institution which 
has progressed as rapidly as has 
scientific progress in the field with 
which it is concerned. The outstand- 
ing paradox of our civilization is that 
men have provided us with the ma- 
chines of a giant while our social 
maturity is yet adolescent. We have 
mismanaged and almost bungled this 
splendid equipment. The utility in- 
dustry has a unique opportunity to 
recognize this paradox and to accept 
its challenge as part of its responsi- 
bility to work for sound, able regu- 
lation. 

Let us briefly review some of the 
ways in which regulation can affect 
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the ratepayer, the company and its 
investors. This will disclose final 
and conclusive proof that it is in the 
interest of the regulated to insist on 
good regulation as much as it is to 
insist on good management. 

Consider the cost of capital. If 
anything typifies today’s utility in- 
dustry it is the steel skeleton of a 
new generating station rising against 
the sky or the long slash of a natural 
gas pipe line trench stretching away 
to the horizon. Billions of dollars 
have been invested since the war in 
new equipment and plant facilities 
and billions more will be invested 
before this trend slackens. Because a 
utility cannot and should not be per- 
mitted to expand its plant from sur- 
plus earnings supplied by ratepayers 
who will be required to pay a return 
on plant they built themselves, this 
money must be supplied by investors 
—large and small, institutional and 
individual. The eagerness with which 
they avail themselves of investment 
opportunities measures in large part 
the price the company seeking the 
money must pay for it, and the im- 
portance the cost of money has in 
the ultimate rate which consumers 
must pay for service. 

Now, investment counselors and in- 
vestors are a cautious lot—particu- 
larly in the utility field. A great many 
factors influence their decision to 
buy at a given price and hence deter- 
mine the cost of capital to the com- 
pany. Aside from governmental fis- 
cal policy, however, confidence in the 
company is probably the greatest 
single factor. A commission with a 
just reputation for enforcing con- 
servative, fair and sound rate poli- 
cies, capitalization ratios, financial 
reporting, and accounting procedures. 
to name some, is of first imnortance 
to such a determination. The inves- 
tor knows where he stands. The com- 
pany reports are fair and accurate 
and the investor can draw a reason- 
able conclusion as to the future. 

More and more the traditional in- 
vestor’s attitude that his interest 
stops at the last line of the income 
statement is being changed. True, 
there are many factors between the 
utility operating income and the net 
after income deductions, such as capi- 
talization and management policy. In 
jurisdictions where security issues 
must be approved by commissions, in- 
vestors have greater confidence in the 
capital structure of the company. 
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With the increase in the investor's 
confidence in the protection of his 
investment, his willingness to invest 
grows. The result is a reduced cost 
of money to the company which bene- 
fits the consumer and the investor 
alike. The impairment of the finan- 
cial health of a utility only serves to 
increase the cost of service to its cus- 
tomers in the final analysis. 

The chief remaining influence not 
affected by regulatory powers is 
management itself. But our tradi- 
tional American concept prohibits 
this area from trespass. Here lies 
the sphere for free enterprise to 
demonstrate itself in the utility busi- 
ness. 

Now to consider the problem of the 
consumer. If he has had demon- 
strated to him by a history of good 
efficient service on the part of the 
utility that his company is a good 
company, his price consciousness is 
not nearly as acute. Experience dem- 
onstrates that a ratepayer’s concern 
over a price rise is much more sensi- 
tive where service is poor: that his 
concern with service outlasts his con- 
cern over the higher rates. It is the 
vagaries of uncertain voltage—a 
flickering television set, a burnt out 
motor, an outage at mid-day idling 
hundreds of workers and costing 
thousands of dollars in lost time— 
these are the real concerns of the 
customer. 

But insurance against such un- 
certainties is possible, provided there 
is a good plant. Good regulation per- 
mits and encourages such facilities 
by cooperation between the company 
and the commission in anticipating 
its needs, by making only realistic 
claims before the commission of the 
need for additional funds, and by the 
commission recognizing this need for 
expansion and accommodating its 
thinking to it. 

In such a climate, service will be 
adequate and reliable, rates reason- 
able, and confidence in the commis- 
sion and the companies complete. 

Let us consider the problem of 
rates a little more specifically before 
ending. A sound commission will 
follow a policy encouraging the com- 
pany to utilize all available data to 
determine as accurately as possible 
the expense and plant responsibility 
of each class of customer and to price 
its product accordingly with competi- 
tive and other economic limitations 
in mind. The commission which is 





not 

is 
adi- 
bits 
lies 
» £0 
usi- 


the 
non- 
rood 
the 
rood 
s is 
lem- 
cern 
nsi- 
his 
con- 
the 
Pa 
out 
ling 
ting 
ne— 
the 


un- 
here 
per- 
ities 
pany 
ting 
istic 
’ the 
7 the 
1 for 

its 


ll be 
ison- 
ymis- 
e. 

n of 
fore 
will 
com- 
ta to 
sible 
ility 
price 
peti- 
tions 
eh is 





July, 1953 


adequately staffed and equipped will 
weigh these judgments and fix rates 
based not on expediency or instinct. 
Thus, the forces of supply and de- 
mand will be brought to bear in im- 
proving the load factors and encour- 
aging the greatest volume of use of 
the company’s product to the advan- 
tage of the company and customer 
alike. 

But only in a fearless and informed 
regulatory climate are such decisions 
possible. 

If this industry wants to assure its 
continued prosperity and expansion 
and to enjoy the confidence of its 
customers and the public generally, 
it can do nothing better than to lend 
its great weight to the end of achiev- 
ing a uniformly improved utility 
regulatory climate throughout the 48 
states and the territories and insular 
possessions. It will not be done in a 
day. But each day spent doing it 
will be 24 hours closer to the ideal 
and an immeasurable distance far- 
ther from the end none of us wants— 
state socialism. 

Commissions are called upon in 
each jurisdiction to regulate billions 
of dollars of investment and to con- 
trol expenditure of ratepayers’ dol- 
lars which are small in individual 
cases but amount to millions in totals. 
These huge investments and great 
expenditures are entitled to the pro- 
tection consistent with the great part 
they play in our economy. Only a 
commission which is adequately 
staffed can discharge this responsi- 
bility objectively and efficiently with- 
out undue delay. 

Every fair and ethical effort should 
be brought to bear on the appropriate 
governmental authorities to see that 
this type of regulation is provided. 

The companies will be on far firmer 
ground in their protests against the 
incursions of the Federal government 
into the field of state regulation if 
they can point to a vigorous and able 
state commission, organized and 
equipped to discharge the obligations 
implicit in public regulation. States’ 
rights are best discharged by recogni- 
tion of states’ duties. 

I am confident these objectives of 
good regulation are consistent with 
the highest ideals of the public inter- 
est and that a cooperative effort to 
support good organic legislation, in- 
formed, dispassionate and mature in- 
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terpretation, adequately staffed and 
compensated commissions, and a mu- 
tually cooperative attitude by com- 
panies, commissions, and ratepayers 
will do much to cement a strong 
utility structure and thus a strong 
economy. 

The true protection of our free, 
private enterprise system, in which 
the public utility industry is basic, 
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is a soundly conceived and indepen- 
dently conducted system of public 
regulation in the public interest. The 
alternative, insofar as the utility 
business is concerned, is and always 
will be state ownership and control. 
It is in this particular respect that 
those who are regulating and those 
who are regulated are united in un- 
alterable opposition. 


The President’s Address 


(Continued from page 228) 


come better acquainted with the men 
who lead and those who constitute 
our committees. I now have an ap- 
preciation I never had before of the 
role they perform in studying every 
aspect of our operations and in fos- 
tering the development of sound 
practices throughout. We must not 
lose sight of the fact that our indus- 
try enters importantly into the life 
and labors of practically everyone 
in the United States. It serves about 
98 per cent of the occupied homes 
and an equally high percentage of 
the fixed locations where work is per- 
formed. Electricity’s part in serving 
these activities continues to grow 
and multiply, and the watchful at- 
tention of our committees keeps our 
industry from falling behind in any 
of its accumulating responsibilities 
to the public. We owe our thanks to 
the chairmen and members of these 
committees and to the companies who 
support the chairmen in carrying out 
their responsible work. 

These are great days in the his- 
tory of electric power. Our role as 
individuals has been cast in this 
eventful period of time. I believe 
that we are alert and are measuring 
up to our opportunities and our re- 
sponsibilities, but this is no time 
for self-congratulation. We have 
great work to do, great decisions to 
make, important policies to estab- 
lish, much commercial development 
work to accomplish, awe-inspiring 
engineering opportunities ahead, 
heavy responsibilities and important 
decisions in the matter of finance, 
questions that tax our capabilities in 
relations with the local and Federal 
governments and with the public 
generally. 

If we do this work well, if we are 
wise and unflagginge in our labors 
(and there is no excellence without 


labor), we will promote the inter- 
ests of our investors and employees 
and we will advance the interests 
of America and of free enterprise, 
and without free enterprise there 
can be no individual freedom. We 
cannot afford even to contemplate 
the evil to our companies and our 
country that would ensue should we 
slacken in our efforts, should we rest 
on our oars, should we allow our 
judgment to be obscured and our 
course to be misdirected during this 
great period in the history of our 
industry. 

l see a growing awareness that 
we are one segment of the economy, 
functioning as one member of the 
team. In the days to come we shall 
reread again and again from the 
London speech of the General, now 
President Eisenhower. 

“The winning of freedom is not to 
be compared to the winning of a 
game... Freedom has its life in the 
hearts, the actions, the spirit of men. 
It must be daily earned and refreshed 
—else like a flower cut from its life- 
giving roots, it will wither and die. 

“We fight not only our own battle 
—we are defending for all mankind 
those things that allow nersonal dig- 
nity . .. those things that each be- 
lieve are important in the eyes of 
God. We are preserving opportunity 
for men to lift up their hearts and 
minds to the highest place—there 
must be no stragglers in such a 
conflict. 

“The road ahead may be long—it 
is certain to be marked by critical 
and difficult passages. But if we 
march together, endure together. 
share together, we shall succeed... .” 

By our example today of better per- 
formance under free enterprise there 
will be an assurance of a free society 
tomorrow. 











Electric Energy, Inc., Wins 
Charles A. Coffin Award 


OR its “brilliant and bold con- 
ception” in pioneering a coalition 
of electric companies to supply 

a record amount of power to the 

Atomic Energy Commission’s new 

project near Paducah, Ky., Electric 

Energy, Inc., has won the electric 

industry’s highest honor, the Charles 

A. Coffin Award for 1952. 

Electric Energy, Inc., is composed 
of five operating electric companies: 
Central Illinois Public Service Co., 
Illinois Power Co., Kentucky Utilities 
Co., Middle South Utilities, Inc., and 
Union Electric Co. of Missouri. 

Ralph J. Cordiner, president of 
General Electric Co., made the award 
presentation to J. W. McAfee, Presi- 
dent of Electric Energy, Inc., in cere- 
monies conducted during the Insti- 
tute’s 21st Annual Convention in At- 
lantic City. Mr. McAfee is also presi- 
dent of Union Electric Co. of Mis- 
souri. B. L. England, President of 
the Institute, presided. 

Emphasizing that a pattern had 
been set for similar coalitions of 
electric companies to supply quanti- 
ties of power larger than any one 





J. W. McAfee (right), President of Electric Energy, Inc., holds the citation naming 
his company winner of the Coffin Award. Ralph J. Cordiner (center), President of 


utility could supply alone, the award 
citation called attention to Electric 
Energy’s “eminence as a prototype 
of an electric utility organization 
that can take on enterprise of great 
magnitude in the public interest 
without subsidization by the taxpay- 
ers of the nation.” The citation also 
commended Electric Energy for its 
contributions to national defense, 
“its superb example of competitive 
enterprise,’ and its “demonstration 
that American industry can take the 
long view in adapting itself to the 
new age.” 


Rapid Organization 

In October, 1950, the leaders of 
the five electric companies learned 
that the Atomic Energy Commission 
would require about 1,000,000 kw of 
electric power for the Paducah plant, 
later revised to 2,000,000 kw. Though 
this power demand was so large that 
it was impossible for any one of 
the companies to arrange the neces- 
sary financing or to supply the vast 
amount of interim power required, 
the five utility leaders quickly real- 
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General Electric Co., award donor, made the presentation in a ceremony presided 
over by retiring Institute President B. L. England. 


Page 234 


ized that by concerted action, con- 
solidation of resources, and_ shar- 
ing of responsibilities they could 
make a major contribution to the na- 
tional defense effort; demonstrate 
the vigor, capability, and foresight 
of electric companies; and accom- 
plish a task of great magnitude and 
far-reaching economic and social im- 
plications. 

By December 13, 1950, a $100,- 
000,000 corporation had been formed. 
Financial arrangements were pushed 
to completion, construction of a 
giant new generating station was be- 
gun at Joppa, IIl., and final contracts 
with AEC were signed in May. Ne- 
gotiations, financing, and designing 
of the generating plant and intercon- 
necting lines moved rapidly ahead. 
By the end of 1952, major obstacles 
had been overcome and the success- 
ful completion of the project was 
assured. 

The AEC’s demand for interim 
power grew from 150,000 to 200,000 
kw, and Electric Energy was able to 
supply this demand as it increased 
because the five participating com- 
panies, at their own expense, rushed 
to completion a whole new chain of 
transmission lines, totaling some 200 
miles in length. 

Electric Energy, Inc., was selected 
as recipient of the Coffin Award after 
a nominating panel, representing 
every section of the nation, had care- 
fully reviewed the accomplishments 
of operating electric companies in 
1952. From those companies, the 
winner was finally chosen by a com- 
mittee of judges composed of Dr. 
James R. Killian, Jr., President of 
Massachusetts Institute of Technol- 
ogy; C. W. Kellogg, Past President 
of the Institute: and Mr. England. 

Established 31 years ago by the 
Charles A. Coffin Award Foundation 
in honor of General Electric Co.’s 
first President, the Coffin Award con- 
sists of a gold medal and $1000 for 
the winning company’s employee bene- 
fit fund. It is presented annually in 
recognition of outstanding achieve- 
ments and to inspire electric com- 
panies in their efforts to advance 
the industry and give best possible 
service to their customers. 
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Labor’s Interest in Free Enterprise 


D. W. Tracy 


International President, International Brotherhood of Electrical Workers 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


erally recognize that each has a 
permanent and proper place in 
the industry and that both have a 
contribution to make. A mutual rela- 
tionship exists between the separate 
interests of management and labor in 
the electric light and power industry, 
and there has been an encouraging 
development of harmonious _labor- 
management relations in the industry. 
I want to begin my discussion with 
the unqualified statement that the 
great bulk of American labor fully 
supports the principles of our free 
enterprise system. And what is more, 
my experience with many different 
phases of American labor convinces 
me that this support is based on the 
genuine and bona fide belief, held by 
labor, that the free enterprise system 
is in its own best interest. 


[pera and management today gen- 


Opposition to Extremists 


This is not a new idea. The long 
history of the American Federation 
of Labor, with which the International 
Brotherhood of Electrical Workers has 
been affiliated since 1891, is a record 
of continuous and successful opposi- 
tion to extremists of all kinds. Many 
people think of labor only in terms of 
strikes, wage demands, and labor laws. 
It would be well, therefore, to give a 
short account of labor’s defense of 
free enterprise and its battle against 
powerful enemies of that system. The 
Federation had its origin in a contest 
with the secret organization known as 
the Knights of Labor, which came 
into national prominence 75 years ago. 
The American Federation of Labor 
prevailed, because it was founded on 
legitimate trade union principles, 
without secrecy and without ambition 
for political office. 

At the turn of the century, the Fed- 
eration was in another fight, this time 
with the socialists, who made a deter- 
mined effort to take over the Federa- 
tion and its affiliated international 
unions. The socialists demanded that 
labor abandon its support of the free 
enterprise system and called for a 
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program of public ownership of the 
means of production. The program of 
the socialists was decisively rejected 
at that time, and they have never re- 
gained a position of influence in the 
AFofL. Later, the International 
Workers of the World (also known as 
the “‘wobblies’’) tried to sell the idea 
of “one big Union,” but after a short 
and violent career disappeared from 
the scene of American labor. 

When the communists started their 
drive in this country, during the 
1920’s, their chief target was the 
working man and his organizations. 
Long before the communist problem 
was a national issue, it had become a 
very real threat to the progress of 
American labor. Before, during, and 
after the great depression, the Amer- 
ican Federation of Labor fought re- 
lentlessly against the subversive forces 
of communism, and today the commu- 
nist influence in the Federation is vir- 
tually nonexistent. 

American labor has viewed the prob- 
lem of communism on a world-wide 
basis, and has extended its battle 
against the common enemy into for- 
eign countries. We have given freely 
of our own time, money, and effort in 
this world-wide program. We have 
stationed labor representatives in the 
countries of Europe and Asia, most 
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directly exposed to Russia’s propa- 
ganda and threats. Neutral observers 
have credited these labor representa- 
tives with outstanding effectiveness in 
preventing the spread of communism, 
and they have been particularly suc- 
cessful as spokesmen for our system 
to the workers and their leaders in 
foreign countries. 


Backing for Propaganda 


It must be recognized that the 
threat of communism is most serious 
because its propaganda is backed by 
the material resources of Soviet 
Russia and its global network of sub- 
version. There is a contest going on 
between the forces of freedom and 
communism for the support of world 
opinion. The winning of this contest 
for world opinion is just as impor- 
tant as our military build-up, to pre- 
vent military aggression. We should 
not delude ourselves into believing 
that we can hold world opinion on our 
side by words alone. We must make 
a continuing demonstration that the 
ordinary man is actually better off 
under our free enterprise system. 

The American Federation of Labor 
believes this to be true. That is why 
we have done more than battle sub- 
versives' and cope with extremists. 
That is why we have proposed and de- 
veloped what we believe to be a good, 
constructive program to make the free 
enterprise system work more effec- 
tively. 

The basic fundamentals of free en- 
terprise are private contract and free- 
dom of choice. There was a time, in 
the day of handcraft industry, when 
individual bargaining between em- 
ployer and employee worked out satis- 
factorily, because bargaining power 
was reasonably equal. With the rise 
of the modern corporation it has be- 
come necessary to equalize the bar- 
gaining position of employer and em- 
ployee through the self-organization 
of the employees and through collec- 
tive bargaining. 

Collective bargaining has strength- 
ened the free enterprise system by 
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making workable the private contract 
method of determining wages, hours, 
and conditions. When an individual 
workman makes an individual con- 
tract with a large-scale employer he is 
at a disadvantage. The individual 
workman has little or no bargaining 
power and will, therefore, work on the 
terms established by the employer. 
But if the workers are organized, they 
acquire bargaining power, and it is 
then possible to negotiate, through the 
private contract method, an agreement 
which establishes wages and condi- 
tions of employment which are fair to 
both employer and employee. 

The free enterprise system cannot 
be a one-way street. Collective bar- 
gaining is a basic requirement to per- 
mit the system to operate in a manner 
which is fair to both management 
and labor. There are some in man- 
agement, even in this industry, who 
do not understand this. The refusal 
to recognize this fundamental point is, 
in my judgment, a real disservice to 
the cause of free enterprise. We, in 
labor, believe that we serve not only 
our own cause but also the free enter- 
prise system, when we make efforts to 
establish collective bargaining proce- 
dures with such employers. 

And I will concede that there are 
some in labor who do not understand 
that with power must go responsibil- 
ity. Our system of government is a 
matter of checks and balances, and 
this is one industry which has learned 
that if economic power is exercised 
without restraint, the American pub- 
lic will apply a strong check. 

I have reviewed briefly the historic 
position and attitudes of labor towards 
free enterprise. The International 
Brotherhood of Electrical Workers, 
which I have the honor to serve as 
International President, has played an 
important part in that history during 
all of these years. It is entirely logi- 
cal, therefore, that the Brotherhood 
should oppose the further extension of 
public ownership in the electric light 
and power industry. 

We cannot support the extension of 
government into the business life of 
the country merely to increase gov- 
ernment responsibility and duplicate 
existing privately owned facilities 
which are rendering satisfactory ser- 
vice to the public. It has become more 
and more apparent that the advocates 
of public power are no longer content 
with the program originally endorsed 
by the American people. They have 
sought to go far beyond that program 
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and have advanced proposals which 
would have the effect of supplanting 
free enterprise with government own- 
ership in the power industry. 

We, of course, recognize the reali- 
ties of the situation. The government 
has a proper place in developing power 
resources when private companies are 
either unable or unwilling to do the 
job. Indeed, we supported the action 
of the Federal government in con- 
structing such projects as TVA and 
Bonneville. Projects of this type pro- 
vided power available through no 
other means. 

The Brotherhood has specific rea- 
sons for opposing the further exten- 
sion of the public power program. For 
example, in one state collective bar- 
gaining relations were well estab- 
lished between the _ International 
Brotherhood of Electrical Workers and 
all the private power companies. 
Shortly after the power facilities were 
turned over to public ownership and 
operation, there were no legal con- 
tracts covering these workers and col- 
lective bargaining came to an end. 
The politicians in charge of these en- 
terprises asserted the soverign posi- 
tion of government to determine the 
wages, hours, and working conditions 
by administrative order rather than 
by contract. 

In another state, where the power 
facilities were changed from private 
to public ownership, the public man- 
agement took the position that the 
workers had become government 
employees, thereby losing their right 
to strike. When the workers sought 
to exercise the rights they had un- 
der private ownership to secure recog- 
nition for collective bargaining and 
to retain their labor agreement, they 
were enjoined by court order. Many 
other instances have occurred result- 
ing in the destruction of unions and 
the elimination of collective  bar- 
gaining. 

It cannot be denied that public 
power came into being because pri- 
vate power was not doing the job de- 
manded by the American people. That 
charge is not valid today. The private 
companies, for the most part, recog- 
nize the necessity to render adequate 
service at fair rates. As long as they 
continue to do so they will merit and 
receive the support of the great Amer- 
ican consuming public. 

But let us all face the hard facts. 
In the last 35 years we have seen the 
peoples of great countries, throughout 
the world, surrender their principles 
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to dictatorships of the left and the 
right. Even in those countries which 
remain free, such as England, France, 
and Italy, the proportion of enterprise 
operated by the government and the 
percentage of the population employed 
by the government is very high. Pres- 
sures in this country toward public 
ownership continue, with varying de- 
grees of strength at different times. 
Those who believe in the free enter- 
prise system cannot afford to relax. 
They must continue the day-to-day 
job of supporting the system, and, 
above all, making it work in the inter- 
ests of the consuming public and the 
working man. 

Labor’s interest in free enterprise 
is not based on theory but is founded 
on substantial and bona fide consider- 
ations. Labor supports our free enter- 
prise system because we believe that 
the system has worked and that it will 
continue to work in providing a great- 
er degree of freedom and prosperity 
than any other economic system so far 
devised on this earth. 


Edwin Jowett 


DWIN JOWETT, 83, former Vice 

President of Kansas City Power 
& Light Co., died recently at his sum- 
mer home in Asheville, N. C. 

Mr. Jowett came to this country 
from his native England in 1893 and 
was employed by a steel company in 
Illinois before joining the Common- 
wealth Edison Co. as an engineer in 
the operation of steam and power 
stations. He represented that com- 
pany in England for the purchase of 
a steam turbo-generator which was 
the largest built and operated at that 
time. 

In 1914, Mr. Jowett was selected by 
Frederick Sargent, a leading power 
plant designer, to assist in building 
up and operating the properties of 
the Texas Power & Light and Fort 
Worth Power & Light Companies. 
He joined Kansas City Power & Light 
as superintendent of production in 
1918 and six years later became vice 
president in charge of production, a 
position he retained until his retire- 
ment in 1934. 

Mr. Jowett was active in numerous 
business enterprises in Miami Beach, 
Fla., his permanent home since his 
retirement, and held membership in 
civic and social organizations both 
there and in Kansas City, Mo. 
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Your Financial Community 


Edward T. McCormick 


President, American Stock Exchange 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


HE subject of the financial com- 

munity is a very short topic, but 

on reflection we must agree it 
covers a terrific amount of territory. 
I shall make no attempt to cover the 
allotted ground in detail but shall re- 
strict my discussion to a few problems 
that the financial community and the 
issuers of corporate securities have in 
common. More particularly, I shall 
direct my remarks to the increasingly 
significant and difficult problem of 
raising new equity capital. 

This problem occurs, so far as we 
are concerned, in two ways: (1) when 
a new and relatively small enterprise 
needs venture funds, and (2) when a 
seasoned corporation desires to obtain 
fresh funds for expansion or for pro- 
viding a proper base for its debt 
financing. 

Fortunately, the seasoned, success- 
ful corporations, particularly indus- 
trials, have to a great extent been 
able to provide equity for expansion, 
higher cost replacement, and other 
needs out of accrued earnings, from 
depreciation and other like sources. 
Even here, however, the highest tax 
burden in our nation’s history has 
been having its impact, cutting into 
earnings which otherwise might be 
accrued. And the availability of such 
earnings will, unless a more realistic 
tax program is put into effect by the 
administration, ultimately drastically 
reduce this source of financing. 


Searcity of Venture Capital 


It is when insufficient accrued earn- 
ings are available that the problem of 
equity financing rears its head in its 
direst form, and the difficulty of ob- 
taining fresh venture money becomes 
most evident. 

By reason of the progressively in- 
creasing tax burden over the past two 
decades and more, the old well-springs 
of venture capital have been drying 
up, and it has been necessary to search 
for new sources. The higher income 
groups, which at one time were the 
favorite source of such funds, have 
found that that portion of their an- 
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nual earnings which might otherwise 
be invested in new enterprises, or in 
the expansion of seasoned companies, 
has been taken by the tax collector. 
And such excess investment funds as 
remain after taxes, and are available 
for investment, are finding their way 
into tax-free and tax-sheltered invest- 
ments, on the theory that such invest- 
ments present a sounder haven for the 
preservation of their capital and, 
though the yield be low, a greater net 
return after taxes than could be ob- 
tained from holding an equity security 
producing a higher return’ before 
taxes. 

Married couples who have a net in- 
come exceeding personal exemptions 
by $32,000, can, at the present time, 
for example, receive a higher net re- 
turn from an average high-grade tax- 
exempt municipal bond than from an 
average common stock. And this is 
particularly true in the case of an 
individual in the highest income 
bracket, who must receive a return 
from a taxable investment of about 29 
per cent, before taxes, in order to 
equal the return from a high-grade 
municipal bond. You can imagine, 
then, the problem that confronts any 
salesman attempting to persuade such 
persons to buy common stocks for 
dividend income. 
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To the extent that individuals in 
these tax brackets do invest in equi- 
ties, their interest is essentially in 
capital appreciation. The difficulty that 
rises in this context is that once these 
funds are invested, and the invest- 
ment banker has done such a good job 
that the investment proves successful, 
the funds are for all intents and pur- 
poses removed from the market place. 
This is because the present capital 
gains tax requires that the investment 
be held for six months and a day, or 
else the gain that accrues is taxed as 
ordinary income. And even after the 
half year has expired, the funds re- 
main locked in generally because of 
the common aversion to reducing any 
substantial portion of one’s capital by 
26 per cent. 


Basic Prop of Economic System 

Equity capital is the basic prop of 
our economic system. And those who, 
in the past and at present, have been 
willing to take the calculated risk in- 
volved in supplying such capital to 
corporate enterprises have been re- 
sponsible in large measure for the 
growth of our industry and for our 
present preeminent standard of living. 
Continued equity investment on a 
large scale is essential not only to 
maintain our present productive posi- 
tion, but also to contribute to the 
growth of new business that will be 
necessary to prevent our economic 
machine from stalling. Such equity 
investments are the lifeblood of our 
economic system and are critically 
needed, particularly at the present 
time, to ensure that our corporations 
will not become too dependent on debt, 
and thereby subject to disastrous con- 
sequences in the event of business 
readjustments. 

A recent National Industrial Con- 
ference Board study shows that the 
investment per worker in all manufac- 
turing establishments has about dou- 
bled in the last six years. In 1945, the 
capital invested for each production 
worker was about $5,700. In 1951, this 
figure increased to approximately $11,- 
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000. In the oil, chemical, and public 
utility industries, the cost of new 
plants and equipment averaged over 
$30,000 per worker. And, in the new 
United States Steel Plant at Morris- 
ville, Pa., it is estimated that the 
original investment per worker will 
amount to $90,000. 

Assuming an annual increase of 3 
per cent per year in gross national 
product, and capital formation of 15 
per cent of gross national product, it 
is estimated that in the year 1960 
approximately 60 billion dollars in 
gross private capital formation will be 
required. 

Where will this capital come from? 
Retained earnings, depreciation, etc., 
must, of course, supply a major por- 
tion of it, as they have in the past. 
However, as we have noted, retention 
of such earnings by business is be- 
coming increasingly more difficult, be- 
cause of the heavy tax burden which 
removes a major portion of gross in- 
come, and because of stockholders’ 
rightful insistence that dividends be 
paid. 


Taxes Restrict Investment 


As we have seen, taxes have also 
restricted equity investment by the 
high and middle income groups, who 
have found, for the most part, that 
the earnings they might otherwise 
invest in equities are taken by the 
government, and that investment in 
dividend-paying common stocks is in- 
creasingly less attractive, since a 
major portion of the dividends paid 
is taxed out of their hands. 

In the years 1946 through 1949, for 
example, nonfinancial corporations ob- 
tained, on the average, 64 per cent of 
their capital from retained earnings, 
only 6 per cent from new equity 
financing, and 30 per cent from debt. 
But mark the trend—in 1951, such 
capital was derived 43 per cent from 
retained earnings, 6 per cent from 
new equity financing, and 51 per cent 
from debt. To put it another way, new 
equity capital from the issue of stock 
has amounted to less than two billion 
dollars annually since the Second 
World War, while corporate debt has 
increased 71 billions. 

This great increase in corporate in- 
debtedness, caused in large measure 
by the shortage of adequate venture 
capital, presents a serious danger not 
only to the corporations thus forced 
to saddle themselves with such loans, 
but to the entire national economy as 
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well. This danger is a real and threat- 
ening cloud overhanging us. Such ex- 
cessive reliance upon debt as a source 
of fresh financing is both abnormal 
and unhealthy. 

The venture capital outlook is in- 
deed gloomy under present circum- 
stances. New sources have not come 
into existence in a volume sufficient to 
compensate for traditional sources 
which are drying up. Investment com- 
panies through aggressive selling have 
tapped new investment sources and 
have become purchasers of equities, 
and in all likelihood will continue to 
do so. But this is still a relatively 
small source of funds and, with the 
exception of a few investment com- 
panies, the monies obtained are in- 
vested in seasoned securities, with 
long dividend-paying histories, and 
not in the common stock of new enter- 
prises. 

There is also the possibility that 
many states will follow the lead of 
New York and, by legislative action, 
broaden the list of legal investments 
for fiduciaries to include common 
stocks of certain corporations. 

Perhaps the largest untapped source 
of fresh equity money is in the hands 
of the lower and middle income groups 
whose total savings have increased so 
greatly over the past decade. While 
some members of this group hold 
equity securities directly and others 
hold them indirectly through partici- 
pation in pension trusts, mutual funds, 
and other means, it is estimated that 
by far the greater number are not 
equity security holders and are gen- 
erally indifferent toward the purchase 
of common stocks. 

Combating such indifference pre- 
sents to the securities industry and to 
corporations an extremely difficult but 
also a challenging task, one that will 
call into play all the educational and 
psychological talents we can muster. 
It will require not merely the instill- 
ing of confidence in those who have it 
not, but also the imparting, in simpli- 
fied language, of information as to the 
nature of common stock, its rights and 
risks, and its potentialities for the 
maintenance or appreciation of values 
and the receipt of income. Those who 
can afford to buy common stock, and 
their number is known to be large, 
should be roused from their lethargy, 
and informed that equities provide not 
only an appropriate but an advan- 
tageous means of investment in com- 
bination with their other media of 
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insurance, government bonds, savings 
deposits, etc. 

It is apparent from available statis- 
tics that liquid funds are available in 
the hands of individuals for equity 
investment. Liquid savings of indi- 
viduals in 1952, as estimated by the 
Securities and Exchange Commission, 
totalled 14.6 billion dollars. And total 
liquid assets of individuals at the end 
of 1952 have been estimated at 359 
billion dollars. This figure does not 
represent any investment in corporate 
securities, and 212 billions of the total 
represented cash or the equivalent of 
cash, namely, savings bonds, savings 
and loan shares, and bank accounts. 

To tap this huge reservoir of funds 
a sweeping educational program must 
be done, and to some extent has al- 
ready been instituted. But the finan- 
cial community cannot do the job 
alone. It is one thing for the financial 
community to educate the public gen- 
erally in the benefits of common stock 
investment in the general public in- 
terest, but we cannot by ourselves 
remove the impediments to such in- 
vestment caused by existing tax legis- 
lation. Part of the burden must be 
borne by our representatives in the 
Federal government. 


Congressional Action 

While nothing significant has as yet 
been done directly by the new admin- 
istration to remove the road blocks to 
equity investment set up by previous 
administrations, it is sincerely hoped 
that in the not-too-distant future the 
following steps may be taken by the 
Congress to make equity investment 
both feasible and attractive, namely: 

1. Reduction of individual taxes. 

2. Abolition of the excess profits 

tax. 

3. Reduction of the capital gains 
period and the amount of the tax 
on capital gains. 

4. Major reduction or abolition of 
the double tax on dividends. 

5. Increase of the capital loss offset. 
While it is extremely doubtful that 

any alleviation of individual taxes will 
occur before December 31, this year, | 
believe that, in the interest of our 
economy generally, some steps should 
be taken to relieve corporations and 
stockholders from the inequitable tax 
burden they have been bearing. 

The excess profits tax, for example, 
should not be raised from the grave 
that we so fondly hope for it on June 
30. This is a prize example of an un- 
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just and discriminatory tax, one that 
has clearly proved itself to be a de- 
terrent to business growth and initia- 
tive, and extremely difficult to admin- 
ister on an equitable basis. Chairman 
Reed of the House Ways and Means 
Committee had characterized this tax 
as a “great obstacle to a balanced 
budget” and has said also that “the 
upsurge in tax dollars resulting from 
the removal of the excess profits tax 
will more than offset any paper losses 
which can be ascribed to its repeal.” 
And, although President Eisenhower 
has recommended that this tax should 
be extended to January 1, 1954, to 
retain $800,000,000 in income, he has 
described the tax as an undesirable 
way of taxing corporate profits, as 
one which actually penalizes thrift 
and efficiency and hampers business 
expansion, and as one which is espe- 
cially hard on successful small busi- 
nesses which must depend on retained 
earnings for growth. 

So far as the capital gains tax, 
double taxation of dividends, and the 
capital loss offset proposals are con- 
cerned, bills have already been intro- 
duced in the Congress by Congress- 
man Richard W. Simpson of Pennsy]- 
vania and Congressman Hale Boggs of 
Louisiana, both of whom are members 
of the House Ways and Means Com- 
mittee. 

Mr. Simpson’s bill, H.R. 3099, would 
reduce the capital gains period from 
six to three months, would allow indi- 
viduals to exclude from gross income 
not more than $200 of dividends re- 
ceived from domestic corporations, 
and would increase the allowable capi- 
tal loss offset from $1,000 to $2,000 a 
year, with a five-year carry-over of 
unused losses. Mr. Boggs’ bill, H.R. 
3686, would go further—it would cut 
the capital gains tax rate in half, by 
including only 25 per cent of long- 
term gains, would allow individuals 
and fiduciaries a tax credit equal to 10 
per cent of dividends received, and 
would increase the capital loss offset 
from $1,000 to $5,000. Both of these 
bills are indeed praiseworthy as far 
as they go, but I hope that they are 
only the beginning of the complete 
overhaul of these and other taxes that 
is so urgently needed. 

So far as the double tax on divi- 
dends is concerned, my belief is that 
we should aim for its complete aboli- 
tion. Under present tax laws a share- 
holder is taxed not only on the income 
of the corporation in which he holds 
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his shares, but, again, when a portion 
of that income is distributed to him 
as a dividend. No other form of indi- 
vidual income, whether it be rents, 
royalties, or interest, is subject to 
such a dual assessment. To my mind 
this double tax is one of the prime 
impediments to equity investment. 
Probably no greater stimulus could be 
given to our capitalistic system and 
no greater inducement given to corpo- 
rations to slow their rapid accumula- 
tion of dangerous debt obligations, 
than the abolition of this ill-conceived 
tax. 

I favor, as well, reduction in the 
capital gains period from six months 
to three months or less, and in addi- 
tion reduction of the rate of the tax 
itself well below the present 26 per 
cent figure. Adoption of such a pro- 
posal would be beneficial not only to 
the Treasury, by reason of the result- 
ing increased volume of long-term 
transactions, but beneficial as well to 
investors, the securities business, and 
corporate enterprises generally. 

So far as the credit for capital 
losses is concerned, in my mind there 
is no real justification at the present 
time for continuing a limitation on 
the amount of such losses that may be 
credited to income. If a man suffers a 
capital loss in any year, he should be 
permitted to offset the entire amount 
of the loss against income, and to 
carry any balance remaining over into 
succeeding years until the loss is com- 
pletely offset. 

For the first time in over 50 years, 
the Congress is now working on a 
complete revision of the tax laws. Let 
us hope that it devotes its attention 
first and foremost to the abolition of 
existing inequities. Once manifest in- 
equity is admitted, and inequity has 
been admitted or is evident in each of 
the above proposals, then its further 
continuation against any particular 
class of citizens cannot be justified on 
grounds of expediency. Substantial 
justice requires that the tax burden 
be borne equally by all of us. Your 
financial community and its members 
and customers do not request relief 
from their fair share of the burden, 
but protest the failure to adjust in- 
equitable and destructive taxes. 

To the extent that these inequities 
are continued, to that extent will the 
raising of necessary equity capital 
be retarded, the reliance upon debt 
financing be increased, and the pres- 
ervation and development of our capi- 
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talistic system be endangered. Britain 
and Canada, in the interests of indus- 
trial expansion, have already reduced 
their taxes. Neither of them have ever 
had a capital gains tax, recognizing 
such gains for what they are, as in- 
creases in capital and not income. 
Canada, furthermore, has seen fit to 
grant and then to increase a credit on 
dividends received, as a means of 
facilitating and inducing equity in- 
vestments. It is high time for us to do 
at least as much. 








EEI Publications 


EEI-NEMA Standards for 
Distribution Transformers 


EEI Pub. No. 53-1. A report of the 
Edison Electric Institute and National 
Electrical Manufacturers Association on 
Standards for Distribution Transformers. 
40 pages. Price: $1.00 in USA and $1.20 
to foreign countries. 








This Fifth Report contains design 
standards for certain mechanical and 
electrical features of overhead-type 
single- and three-phase distribution 
transformers rated 500 kva and 
smaller, high voltage 67,000 v and 
below, low voltage 15,000 and below. 


Bibliography of the 
Heat Pump Through 1951 

EEI Pub. No. 53-4. Compiled by the 
2701st Research and Development Unit 
at Battelle Memorial Institute for the 
Signal Corps Engineering Laboratories 
and published under the sponsorship of 
the Joint AEIC-EEKI Heat Pump Com- 
mittee. 32 pages. Price: $1.00. 

This bibliography presents a listing 
of reference materials on the princi- 
ples of operation and application of 
the heat pump, its references includ- 
ing articles, books, and miscellaneous 
publications published through De- 
cember 31, 1951. 


Resistance Furnaces 

EEI Power Sales Manual, Chapter 34, 
Copyright 1953. 32 pages. Price: 75 
cents per copy. Quantity prices upon 
request. 

Many factors must be carefully an- 
alyzed to insure that industrial use 
of the electric furnace results in over- 
all advantage to the user. The infor- 
mation presented is intended to pro- 
vide a background of knowledge to aid 
(1) in recognizing good applications 
and (2) in preparing preliminary 
evaluations of available equipment and 
anticipated power consumption for a 
particular set of operating conditions. 











What the Security Analyst Wants to Know 
About Your Company 


Marvin Chandler 


Vice President, Reis & Chandler, Incorporated 
President and Director, National Federation of Financial Analysts Societies 


An address before the Twenty-First 


HE title of this discussion prob- 

ably should be “What a Security 

Analyst Wants to Know About 
Your Company,” rather than “What 
the Analyst Wants to Know.” We are 
a young calling, but there are now 
about 1,800 members of the New 
York Society and about an equal 
number in the 12 or 15 other so- 
cieties in this country and Canada. 
This is probably close to ten times 
the members a dozen years ago. As 
a young calling, our techniques are 
still in the process of evolution, and 
there is no general agreement as to 
how to analyze a security, even where 
the objective is the same. But the 
objectives often differ, depending 
upon the investment goal of our em- 
ployer or his customers. And what 
the analyst for an investment banker 
bidding competitively for bonds may 


want to know, therefore, may differ 


from the information sought by the 
analyst for a trust company consider- 
ing the purchase of stock. So, since 
I cannot state what 3,600 analysts 
want to know, I am going to discuss 
some of the things that I want to 
know. 

Now I am not going to include a 
list of financial or statistical tables 
which should appear in an Annual 
Report, or say that companies should 
publish quarterly balance sheets as 
well as income accounts, and the like. 
I think that with few exceptions the 
electric industry is doing an excel- 
lent job in providing a full disclosure 
of the facts. Furthermore. our needs 
along this line are not difficult to 
ascertain without my itemizing them. 
The Committee on Corporate Infor- 
mation of the National Federation 
of Financial Analysts Societies pre- 
pared a report this year on annual 
reports of electric companies which 
can be obtained from its chairman. 
Linwood Savage of the New England 
Trust Co. in Boston. A group of 
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members of the New York Society 
also has recently edited a pamphlet 
on stockholder relations which has 
been published by the American 
Management Association and which 
might be helpful. Addresses to an- 
meeting with under- 
writers, and interviews with analysts 
also have given a good idea of our 
routine demands. 


alyst societies, 


Unexplored Problems 


So what I hope to do is to get off 
the beaten path where the trees are 
familiar and get up high enough to 
try to see the forest. The problems 
I am going to discuss in general, I be- 
lieve, problems which we as 
working analysts normally cannot or 
at least do not find time to explore. I 
think that for some of them the elec- 
tric utility executive may not 
know the answers, and perhaps there 
may be a means for the analyst and 
the electric utility executive in the 
future to consider them and try to 
solve them together. I shall consider 
them largely from the viewpoint of 
common stock, in order to concen- 


are 


too 
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trate and perhaps dramatize the prob- 
lems, but the senior security holder 
in the long run has an equal interest 
in them. 

It seems to me that aside from so- 
called special-situation analysis, such 
as a merger or recapitalization, and 
short-run analysis, all the facts for 
which we as analysts search are 
needed to solve just two major prob- 
lems—the quantity of future earn- 
ings and the quality of future earn- 
ings. Those are the problems that 
we need help on. When they are 
solved, the executive’s job is done but 
the analyst’s is not, for we have an- 
other factor to consider, and that is 
price—that is, the extent to which the 
quantity and quality of earnings are 
already reflected in the price of the 
security. 

At that point, the analyst’s judg- 
ment and experience play a most im- 
portant part. His final decision now 
requires a high degree of selectivity, 
because there are 135 electric com- 
pany common stocks in publie hands, 
the vast majority of them of adequate 
size and quality to fill the needs of 
almost any investor. And he will de- 
cide not on the basis of whether a 
company’s problems are being or give 
promise of being — satisfactorily 
solved, or whether, perhaps because 
of some private characteristics or ex- 
ternal factors, they are not capable 
of solution by the comnany, but 
rather on the basis of whether at the 
prevailing price of the company’s 
stock he is getting more or less fu- 
ture earnings, quality considered, 
than he can obtain in any of over 100 
other issues. 

The range of disagreement among 
us is wide. At a recent meeting of 
the utility group of the New York 
Society, 121 analysts filled out ques- 
tionnaires to determine their first, 
second, and third choices for the 
most favored utility common stocks. 
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A total of 75 companies were cited, 
and the ones named the most re- 
ceived only nine first votes. I am sure 
that no matter how uniform our ana- 
lytical approaches ultimately become, 
we shall always have a wide diver- 
gence of opinion on the favorite at 
any one time, and for the industry as 
a whole, I suspect that that is a for- 
tunate matter. 


Fundamental Questions 


With this introduction behind me, 
let me now turn to those questions 
which it seems to me are of funda- 
mental importance in reaching the 
final conclusion as to quantity and 
quality of earnings, but which we as 
analysts most need help in solving. 
They come under five major headings. 
There probably are more than five, 
but these are the most troublesome 
to me. They are: 

1. The effect of growth 
2. The measurement of recession 
resistency 
3. Regulation 
4. The significance of operating 
factors 
5. The measurement of ability 
of management 

Considering the first of these, I 
think that growth is a factor that is 
often over-simplified by analysts. 
Growth certainly is not always bene- 
ficial, for the Pacific Coast has been 
the fastest growing area of the coun- 
try in terms of population, but this 
growth generally has not carried 
through to increasing per share re- 
sults for electric companies. The 
telephone industry since the war has 
had outstanding and _ continuing 
growth but the more it has grown, 
the more it has needed to seek regu- 
latory relief, and earnings per share 
of American Telephone and Tele- 
graph common have been far below 
the levels previously attained in pe- 
riods of high business activity. The 
result in both cases may be in spite 
of the growth in the volume of busi- 
ness, but it has been such a persistent 
and continuing result that one be- 
comes suspicious that it may have 
been because of the growth. 

Perhaps we should try to define or 
at least delimit what we mean by 
growth. In my judgment the only 
growth which is significant to the in- 
vestor is growth in per share earn- 
ings. Growth to me, therefore, is 
increased earnings per share result- 
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ing from an increased volume of busi- 
ness. 

Increased earnings per share are 
not necessarily attributable to 
growth, and growth does not invar- 
iably produce increased earnings per 
share, as I noted earlier. Increasing 
earnings can arise from rate relief, 
but that is not growth. Increased earn- 
ings can arise from decreased ex- 
penses in the absolute, such as a re- 
duction in the tax rate (let us hope), 
in the depreciation rate, or a favor- 
able new power purchase contract, 
but that is not growth. Decreasing 
unit expenses of course may accom- 
pany growth sufficiently to raise 
earnings per share. 

Perhaps at this stage, we can stop 
and frame the question. As I see it, 
it is twofold: First, “What causes 
growth in per share earnings to ac- 
company an increasing volume of 
business in some cases and not in 
others?” The second corollary ques- 
tion is, “How is such growth possible 
in a regulated industry?” I shall de- 
fer consideration of this for the 
moment. 

I would like to see case studies 
made of the electric companies which 
have had the most outstanding 
growth in earnings per share in re- 
cent years, as well as a few which 
have not, to see just what the causes 
have been. Has it mattered whether 
growth was in residential, commer- 
cial, or industrial business? Which 
is more advantageous, an increase in 
customers or an increase in the load 
of existing customers? What part is 
played by the form of the rate sched- 
ules? Have expenses been an impor- 
tant factor in the difference in per- 
formance among different utilities 
with similar growth trends? Are good 
performances merely the result of 
starting with older and less efficient 
plant, or with greater reserve capac- 
ity throughout the system? Have 
some companies been able to hold 
down the new plant investment per 
new customer better than others? 

Now how about the second ques- 
tion, the growth in a regulated indus- 
try. It is simple enough to say that 
growth as I define it is not possible 
for a utility if earnings start at the 
allowable level. Why isn’t it a fact 
that no benefit to the shareholder can 
result if the company is earning 10 
per cent on its common capital, its 
business doubles, its common capital 
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doubles, and it continues to earn 10 
per cent on the common equity money 
invested? I think that I know some 
of the answers to this question but I 
would like the executive to tell me 
where I’m wrong, tell me other an- 
swers, and especially, to tell me which 
of these theoretical explanations was 
the actual explanation in the cases 
of the companies that have grown 
the most in the last few years. 

We know that the allowable earn- 
ings rate is not a fixed point but a 
range, and that growth within that 
range is not only permissible but 
common. 

We know that some utilities have 
earned less than an allowable rate at 
times, and perhaps growth has car- 
ried them out of that sub-normal into 
a normal range, although more fre- 
quently that type of utility has need- 
ed regulatory relief to restore its 
earning power. 

We know that selling new shares to 
finance expansion at a market price 
above the book value of the old shares 
will raise per share earnings even 
though the return in terms of earn- 
ings on book value is fixed. For ex- 
ample, assume that a company is capi- 
talized with $100 of common equity 
represented by ten shares, on which 
it is earning 10 per cent, or $1 per 
share, and that the shares are quoted 
at $20 each. Increasing demand 
necessitates raising another $100 of 
common capital; so five shares are 
sold. Earnings at the same 10 per 
cent rate on the $200 of common 
equity now, however, will produce 
$20 which, when divided by 15 shares. 
results in earnings of $1.33 per share. 
The old investor has experienced a 
very satisfactory growth. Moreover, 
if his earnings are capitalized at the 
same 20 times rate as before (which 
of course is very high, and was used 
only to simplify the arithmetic), then 
his stock will be selling for $26.60 
per share, compared to $20 previous- 
ly. I suspect that this situation may 
explain a number of the outstanding 
so-called growth stocks. Certainly 
the greater the increases in demand, 
the greater the exvansion, the more 
stock is sold above the previous book 
value, and, therefore, the greater the 
increase in per share earnings if the 
rate earned on book value can be 
maintained. 

We know that the same situation 
would prevail with retained earnings. 
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Let’s assume the same company 
again with $100 of common capital 
represented by 10 shares, earning $1 
each and selling at $20. It pays no 
dividend, but at year-end reinvests 
the $10 of earnings in new plant. At 
the end of the second year, it will 
have $110 of capital earning $1.10 
per share and selling for $22 each. 
Compare this to a counterpart which 
pays out all its earnings and at the 
beginning of the second year finances 
the $10 expansion need by sale of 
half a new share. At the end of the 
second year, the $11 of earnings will 
amount to $1.05 per share, which will 
sell at 20 times earnings, or $21, and 
together with $1 of dividend received 
provide the stockholder with the same 
$22 of value as if all the earnings had 
been retained. In other words, if 
funds in the business are capitalized 
at twice their book value, this will be 
just as true of new funds left in by 
stockholders as of new funds sup- 
plied by sale of common. The rise in 
per share earnings, however, is more 
rapid, the more funds are left in, 
merely because of the issuance of 
fewer new shares. 

Continuing our search for explana- 
tions of growth despite regulation, 
we know that some states do not reg- 
ulate on book value, and in a period 
of rising prices, rising earnings in 
those jurisdictions might well be per- 
missible. We also know that some 
few states do not exercise jurisdiction 
over rates. 

We don’t know which of these fac- 
tors has been the significant one in 
individual cases of success. Can’t we 
find out? 


Recession Resistency 


My second problem was the mea- 
surement of recession resistency. I 
think that our analysis here is not 
as thorough as it could be with more 
help from company executives. I don’t 
think that study of 1932 experience is 
sufficient or even rewarding, when 
residential usage was a fraction of 
today’s level and when commercial] 
and industrial uses of energy were 
also greatly different. I want to know 
first, how stable are revenues? How 
does the economic stability of a spe- 
cific territory generally compare with 
others? Is industrial diversification 
a guarantee of better-than-average 
stability? Are small plants and small 
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firms more or less stable than large in 
times of recession? So far as the 
industrial load itself is concerned, 
how much dependence does a com- 
pany have on one or a few customers 
or industries? What types of industry 
are they? What is the nature of the 
contractual relationship therewith? 
To what extent would demand 
charges minimize the reduction in 
load if business turns downward? 

So far as commercial and residen- 
tial business is concerned, how de- 
pendent are these customers on gen- 
eral business and business in the ter- 
ritory? To what extent are their 
current demands frills or nonessen- 
tials which can be cut down? How 
much of a mortality rate can be ex- 
pected among commercial customers? 
How much family doubling up or 
moving to less elaborate dwellings 
can be expected among residential 
customers? I realize that the com- 
pany’s executives may not know the 
answers here any better than I, but I 
think that they are in a better posi- 
tion to study the problem. I wonder, 
for example, if the experience in some 
of the distress textile areas a year 
ago would be of any assistance? What 
would happen to farm load which has 
grown to be of considerable impor- 
tance to some companies? Does the 
company have any wholesale power 
sales arrangements which would bear 
the brunt of reduced demands upon 
the purchasing utility? 

After all these revenue questions 
are solved, how about expenses? How 
fixed are those of a specific company 
compared to other companies? Could 
it shut down much high cost plant 
which now in effect is supplying its 
lowest-priced sales? If so, perhaps we 
should recommend the securities of 
the company with the least efficient 
plant which has more to look forward 
to, whether demand rises and the old 
plants are replaced by low cost facil- 
ities or demand falls and they cease 
to operate. What about the relative 
merits of hydro versus steam, comes 
the recession? Is a company purchas- 
ing power which can be cut back, or 
would its contractual arrangement 
not permit it? How about other ex- 
penses? Where else is there flexibil- 
ity except in that most flexible cost 
of all, the income tax? 

Finally, even if a company’s situa- 
tion seems less promising than others, 
is it better protected for it by a large 
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carry-through of revenues to com- 
mon? 

We can answer some of these indi- 
vidual questions ourselves, but I am 
sure that company executives could 
help us to a more factual and com- 
prehensive study of the problem. 


Regulation 


My next topic is regulation. Prob- 
ably nothing plays as important a 
part in our thinking and in that of 
electric utility executives today as 
this subject. To a considerable ex- 
tent, the executives can’t tell us the 
answers. Perhaps in some ways here 
we can be of help to them. 

We are first interested in a com- 
pany’s attitude, whether it intends 
to seek relief promptly, vigorously, 
and completely when earnings drop 
below a reasonable level, or whether 
it will hold back. I think that we are 
often impatient with any course but 
the first I outlined, and if a company 
does not take an aggressive attitude, 
we want to know why. It may have 
excellent reasons for delaying action. 
Perhaps it can foresee better than we 
can economic forces which stand a 
good chance of correcting the situa- 
tion without regulatory action. It 
certainly is in a better position than 
we are to judge the proper timing 
from the viewpoint of public, polit- 
ical, and customer relations. I think 
that many of us are too prone to 
judge the matter solely from the in- 
vestors’ viewpoint. Company execu- 
tives can help us to see the other 
sides of the problem which condition 
their thinking. 

We further want to know what a 
company’s philosophy is about regu- 
lation. Some analysts are groping 
for the answers to what is right 
themselves, and the company’s be- 
liefs and reason therefor may help 
them in their thinking. But more im- 
portant, its beliefs are a factor in the 
earnings prospects for its stock. Does 
it believe in a fair-value rate base, 
with an element for current con- 
struction costs, or is it afraid of the 
repercussions of this approach in the 
event of a major reversal of prices? 
Does it believe enough in fair value 
to fight for it before the commission 
and the courts, if necessary? What 
about so-called economic deprecia- 
tion? Does the company believe that 
the income account should be charged 
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with the present value of the prop- 
erty consumed each year? If so, how 
much of a fight will it make for it? 
If not, what is wrong with the theory? 
How about fair rate of return? If a 
company disagrees with the so-called 
“cost of capital” approach, what is 
the substitute method which it recom- 
mends as right? 

The value of a company’s stock will 
be affected not only by its thinking 
and action in the regulatory field but 
probably even more by the policies of 
its regulatory commission and the 
commission’s staff. A company can- 
not read their minds for us, but it 
can help us in our efforts to do so by 
keeping us informed of commission 
opinions and orders in other cases 
which might reflect their attitude 
when the company’s case comes be- 
fore them, and by telling us of 
changes in the personnel of the com- 
mission, and the background of new 
members. 

The final word generally is said by 
the courts, and we want to keep in- 
formed of their decisions which 
would affect a company, immediately 
or in the long run. I say their word 
generally is final, because sometimes 
legislation may get in the last word 
after the court has spoken. If there 
are any legislative measures intro- 
duced which would affect the future 
earnings or quality of a company’s 
stock, we certainly want to know 
their introduction and ultimate fate. 

Even with knowledge of the atti- 
tude of management, commission, 
courts, and legislature, we are still 
faced with the problem of selecting 
the most desirable investment. I know 
some analysts who are convinced 
that the best stocks are those in 
states where fair value is not only 
the law but the practice, feeling that 
assurance of a fair return on fair 
value provides the best protection 
for an investment. I know others 
who say that such may be case, but 
they believe that when the latter re- 
sults in a relatively high return on 
book value, they believe that the risk 
nevertheless is increased, and they 
prefer an investment in a company 
which is earning a sub-normal re- 
turn, since there is more room for 
earnings growth. Who is right? Can 
executives help us to find the answer 
to this basic regulatory question? 

The next major weak spot in our 
analytical knowledge I have called 
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“the significance of operating fac- 
tors.” Here again I plan to pose a 
flock of questions. Let’s start with 
the physical condition of properties. 
I don’t believe that any of us want 
to recommend the securities of a 
company whose properties are really 
run-down or obsolete, but is there 
another extreme, where the proper- 
ties are gold-plated at the expense 
of the investors? If so, how do we 
recognize the fact? When is the point 
reached when additional expendi- 
tures become too much of a luxury? 

We can pretend some semblance of 
a judgment in a physical inspection 
of a system as to whether a company 
is a good housekeeper, whether or not 
poles are leaning, wires sagging, 
branches untrimmed, but perhaps 
these economies here are justified in 
a particular situation, or perhaps the 
spic-and-span neighbor has gone to 
the other extreme. How can we tell 
whether .a company’s transmission 
and distribution network is under- 
built or over-built, whether the mar- 
gin of safety is thin, and, if so, 
whether this represents lax manage- 
ment or prudent economy? 

Executives in the industry talk of a 
man as a “good operator.” What is 
embraced in that term? How is it 
measured? What does it mean to the 
stockholder? 


Ability of Management 


This discussion leads me quite eas- 
ily into my fifth and last topic, which 
is the measurement of ability of 
management. There is certainly gen- 
eral acknowledgment that manageria! 
ability is an important criterion in 
the value of a security and in its 
prospects. Even the commissions and 
courts occasionally have indicated 
that this should receive some consid- 
eration in the earnings allowed a 
company. Certainly this is the case 
in the form of a penalty for bad 
management, if not a reward for 
good. 

I believe that our analytical ap- 
proach to the appraisal of managerial 
ability is usually extremely limited. 
Perhaps our first point of judgment 
is now good the management’s pro- 
gram is for furnishing information 
to financial analysts. 

If we are supplied with all the 
facts we want, if the president gives 
a good talk at the Analyst Society 
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luncheon or a due diligence meeting, 
he is a good manager. I think our 
second point of judgment is person- 
ality. If the president bustles a lot, 
slaps the analyst on the back and 
calls him by his first name and talks 
a good game, we are inclined to give 
him a strong vote of confidence. 

I am not trying to underrate the 
two qualities of financial relations 
and personality, because I think that 
a good utility president probably does 
need both. But on the other hand, 
couldn’t the quiet type, who perhaps 
is not as communicative with us as 
we would like, still be doing a bang- 
up job for his stockholders? But 
more important, how should we mea- 
sure management? Are there any 
quantitative measurements of man- 
agerial ability that can be made? 
How does an electric utility executive 
decide whether or not he or his 
subordinates are doing a good job? 

Should we study customers’ ac- 
counting and collecting expense per 
customer, or other such rates? Or is 
it something broader, like the per- 
centage of gross revenue carried 
through to common? I have doubts 
as to the latter as a test of manage- 
ment, since there often appears to be 
an inherent physical characteristic of 
the business which causes differences 
among companies, or certainly causes 
the wide differences. Or is it an in- 
creasing percentage of gross to com- 
mon over a period? 

Maybe the best test is simply the 
rate of return being realized on the 
capital invested in the enterprise, or 
how well the management is doing 
with the funds entrusted to it. But 
we all know of cases where this re- 
sult is in spite of rather than because 
of good management. Perhaps we 
should make tests of rates of devel- 
opment of new business, or rates of 
control of expenses. I am tempted 
to suggest that the results of a com- 
pany be charted against the industry 
performance, except for the fact that 
the electric industry has furnished us 
with so many of those charts over 
the years and I am still waiting to 
see one where the company in ques- 
tion did worse than the industry. The 
parts always seem to exceed the sum. 

Some evidence of managerial 
achievement is apparent in the prize 
awards of the industry such as the 
Charles A. Coffin Award, but I am 

(Continued on page 246) 
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industry, the development of 

proper leadership is at least as 
important as the planning we do for 
new generating stations. The man- 
agement of each company determines 
the kind, location, time of construc- 
tion, and many other things about 
our generating stations. Manage- 
ment, in fact, is the creator of such 
stations, and the creator is always 
greater than the things it creates. 

One or more departments of our 
company organizations are working 
on generating stations all the time. 
The men in these departments worry 
about where, when, and how to build 
them. A great many people spend 
days and months working on plans 
and specifications for such stations, 
making out detailed time schedules 
as to when the material is to be 
ordered, when work on the site is to 
start, when each major portion of 
the equipment is to arrive, and, 
finally, when the plant is to be put 
into operation. We are fully aware 
that we must have these stations 
ready by a certain date, if we are to 
continue to supply adequate service 
to our customers. 


[ planning for the future of our 


Implementing and Expanding 
We all give some attention to pro- 
viding new leadership at the proper 
time, but I am sure that we do not 
handle this problem with the same 
degree of organization and thorough- 
ness that we use in building new 
generating stations. The question of 
leadership in our business is vital 
to the continued success of our in- 
dustry, and it is important that each 
chief executive take another look at 
his own organization to see if he can 
profitably implement and expand the 
things now being done to provide 

future leaders for his company. 
When I speak of leadership, I refer 
directly to the top 2 per cent of all 
employees in the smaller companies 
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or the top 1 per cent in the larger 
companies and, indirectly, to the en- 
tire supervisory forces. Our industry 
is one of the big industries of the 
nation, and it is rapidly getting 
bigger. As electric service is put to 
more and more use in homes, stores, 
and factories, we are becoming more 
and more important to more and 
more people. The standards of ser- 
vice, high, will 
higher, because our plays 
such a big part in the life of each 
individual. With this growth, our 
opportunity for usefulness increases, 
but along with that goes increased 
responsibility. It is essential that 
we so conduct our business that the 
public 


already become 


service 


continues to be reasonably 
satisfied with it. This means not only 
supplying service but also 
carrying on whatever operations are 
necessary to keep the public sold on 
the fact that our service is reason- 
ably good and our rates are reason- 
ably low. All the problems we have 
today are going to get bigger as we 
grow and expand, and this makes 
more important the selection of 
properly qualified men and women 
for the management jobs. 


good 
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Annual Convention of the Edison Electric Institute, 


Many heads of electric companies 
held important positions of leader- 
ship as far back as 1920. At the 
end of 1920, there was invested in 
the property and plant account of the 
electric operating companies of 
the United States less than $4,000,- 
000,000. At the end of 1952, this 
same plant account had increased 
to approximately $23,000,000,000, a 
gain of about $19,000,000,000. This 
growth has taken place during the 
active company lifetime of the old- 
timers who are quite well acquainted 
with the many problems that had to 
be met and solved. In 32 years, the 
size of the industry has been multi- 
plied approximately six times. 

Now it is estimated that during 
the next eight years the plant ac- 
count of these electric operating com- 
panies will increase nearly as much 
as it did during the past 32 years. 
In other words, our companies will 
have to raise nearly as much money 
in the next eight years as they raised 
in the past 32 years. They will have 
to build property at a greatly accel- 
erated pace. If this is to be done, the 
earnings of these companies will 
have to be maintained at a satisfac- 
tory level, which will probably in- 
volve rate increases with all of the 
problems connected with such an 
activity. We need the very best men 
and women we can find to take over 
the leadership of this industry when, 
for one reason or another, vacancies 
occur. It is probably the most im- 
portant single development which 
confronts us today. 


Re-examination of Departments 


If we tackle this problem in the 
same efficient way our industry has 
tackled its engineering, accounting, 
and financial problems, then there is 
no question as to what the result will 
be. But, in order to do this, we will 
probably have to re-examine the de- 
partments in our several companies 
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which give attention to personnel 
problems, employee problems, and 
public relations problems. These de- 
partments are very important and 
can do good work for and with the 
rank-and-file employees. However, 
when it comes to training and devel- 
oping men and women for the lead- 
ership jobs, the very top management 
people must actively cooperate with 
these departments. At a very early 
stage in the development of people 
for the leadership jobs, the president 
and the vice presidents should become 
personally acquainted with the can- 
didates, should talk with them from 
time to time, take an active interest 
in their development, and let them 
know it. This will not only help top 
management to make selections for 
the leadership jobs, but will also help 
enthuse the candidates to do the best 
they can. 

Each executive should think back 
to his own early experiences. What 
led him to broaden his knowledge of 
the business? If he is or was an en- 
gineer how did he become acquainted 
with the accounting operations of the 
company? How did he learn its finan- 
cial operations that had to be handled 
successfully if the company was to 
grow strong or even to live? What 
gave him experience with rate pol- 
icies, sales policies, labor relations, 
contractor-dealer relations? Who 
guided him in franchise matters, in 
dealing with the staff members, in 
making appearances before the Pub- 
lic Service Commission, and in news- 
paper and public relations? 

He should remember the turning 
points in his career. Didn’t some older 
person in the company give him some 
real insight into the way of doing 
Possibly someone showed 
him how to handle a problem that was 
baffling him, or what was wrong in 
something he worked out. Some 
leader gave him valuable pointers to 
guide his future efforts, or spoke ap- 
preciatively of his initiative and in- 
dustry, or gave him a pat on the back 
when he had done a good job. These 
boys who are to be our future leaders 
are made of the same stuff and have 
the same feelings and aspirations that 
the present executives had. They are 
not only capable, but they are am- 
bitious, and they keenly appreciate 
every opportunity for improvement. 
If such opportunities are lacking, 
either they will leave us or their 
potential for growth will be weakened. 


business ? 
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In the executive’s recollection of 
his own progress, it is unlikely that 
he can recall any lasting benefit aris- 
ing from insincere attention from his 
superiors or the mere appearance of 
interest. Nor did he gain much from 
training operations that involved no 
real responsibilit.es, no struggle to 
master difficult situations. His growth 
came from displays of real interest 
in him and his work, from real op- 
portunities, real difficulties success- 
fully mastered. If he was helped to 
grow and develop to the stature of 
leadership by that process, why not 
apply that experience to the problem 
of supplying our industry with fu- 
ture leaders who will measure up to 
the big job of management in the 
years ahead? 

Our customers are interested in the 
leadership of our companies, for, 
with the proper kind of leadership, 
they will get good service at reason- 
able rates. Our stockholders are vi- 
tally interested in this question of 
leadership, for they know that good 
leadership means dependable and 
proper dividends. Our employees are 
also interested in the right kind of 
leadership, because they then work 
in an atmosphere which is pleasant, 
and it is always good to be working 
for a successful company. 


Recruiting Potential Leaders 


Whenever we decide to build a gen- 
erating plant, we make plans and write 
specifications, and we know in ad- 
vance just what kind of a power plant 
we are going to have. When a manu- 
facturer designs a new product, he 
is very careful about the specifica- 
tions and the selection of his raw 
material to be sure that it will give 
the desired qualities to his finished 
product. It seems to me that it is just 
as important to have specifications to 
guide us in selecting people to be 
developed for positions of leadership 
as it is to have specifications for a 
power plant. And here are some of 
the qualifications that seem to me to 
be important in such specifications: 


1. Good personality; the willing- 
ness and ability to work well 
with other people, both em- 
ployees and customers. 


2. Good judgment; leaders have to 
make many decisions, and it is 
important that these decisions 
be wise and right. 
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3. A fair attitude; the principle of 
playing no favorites, but treat- 
ing everyone alike. 

4. Courage; both zeal and skill to 
defend the company and the in- 
dustry against unfair and un- 
warranted attacks. 

5. Good character; he must win 
and deserve the respect of those 
who work for him. 

6. Ability to get things done; he 
must assign work clearly and 
wisely, follow it through closely 
to see that bottlenecks are bro- 
ken. He uses every legitimate 
means to overcome obstacles. 


~] 


. Knowledge of his business; he 
cannot intelligently direct a 
company or department unless 
he thoroughly understands the 
many problems of that company 
or department. 


8. Humility; this should not be con- 
fused with laxity or softness. 
A cocky, proud leader will not 
get the best performance out of 
his people. The greatest leader 
of all time, born 2,000 vears ago, 
was very humble. 

Now, no man can have all these 
qualities and be perfect in each, but 
men can be found who have a passing 
grade in each characteristic and a 
fairly high average grade for all. Our 
job is to find these people; first, on 
our own pay rolls; second, in the 
graduating classes of our colleges: 
third, among those who have received 
their education from the school of 
experience but who may not now be 
on our pay rolls. It makes no differ- 
ence where they come from. It’s what 
they are that counts. 

If we are to have an adequate sup- 
ply of leadership material, we should 
make an inventory of our own people, 
pick out those that seem to have the 
required qualifications, and try to 
develop them. It will also be necessary 
to recruit new people who have the 
fundamental qualities of leadership. 
The best but not the only source of 
these is students graduating from 
college. Now, how are we to get these 
men and women who are finishing 
their college education? We must 
have a definite plan, and we must 
prepare a story about our industry 
and our individual companies that 
will appeal to these graduates. This 
presentation should aim to convince 
the student— 
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1. That the electric business is a 
good business to be in. It is a 
fast-growing business. It is in- 
teresting because it deals with 
people. It is a stable business. 
It has a future that looks good. 

. That the company has a defi- 
nite training and development 
program, a cadet program, or 
some other similar program. 
This should be set forth in some 
detail on paper, so that it is easy 
to understand. It should be ex- 
plained that the work of the new 
employee will be reviewed at 
least annually, and that his prog- 
ress and possibilities will be dis- 
cussed with him. 

3. That the starting salary is in 
line with what others pay for 
comparable work. 

4. That we are particular about 
whom we hire, but that once we 
hire somebody, we do not put 
him on the shelf and forget 
about him. Once hired, his work 
will be carefully followed. 

It is always advisable to go over 
the presentation with the proper col- 
lege professor at the schvol where 
the company intends to solicit can- 
didates. At this interview, the object 
is to sell the college professor on the 
plan and on the sincerity to follow it 
through. Then at least two weeks be- 
fore going to interview seniors, send 
the professor copies of the presenta- 
tion which includes the entire plan 
so that he can determine how many 
seniors are interested. One company 
that has used this approach for seven 
years finds that it is easy to get col- 
lege seniors interested in the electric 
business. In one year, more than 100 
seniors in six colleges were inter- 
viewed, although only five men were 
to be hired. To get this kind of re- 
sponse requires a well-planned, effi- 
ciently executed selling job. We do this 
in other things, so why not use the 
same methods in selling the advan- 
tages of a job in a company? 

Once hired, a man should get a real 
test to see how he performs under 
fire. Here it is very important to keep 
accurate and adequate records of 
each employee that the executive 
thinks, in time, can hold down a lead- 
ership job. These records apply not 
only to the men who have been hired 
under the cadet plan, but also to the 
men and women who are now on the 
pay roll. Some of them may be college 
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What the Security Analyst Wants to Know 


(Continued from page 243) 


sure that there are more well-man- 
aged utilities than the few who can 
be so recognized each year, so that 
is not an all-inclusive test. 

Another field for crediting man- 
agement is in demonstrated initiative 
and resourcefulness, such as the con- 
ception and execution of the Joppa 
project, leadership in atomic re- 
search, high-temperature _ boilers, 
high-voltage transmission lines, out- 
door plant construction, and other 
engineering innovations. Accounting 
initiative may appear in introducing 
bi-monthly or postcard billing, finan- 
cial leadership such as in introducing 
the over-subscription privilege, etc. 
Certainly there are tangible evi- 
dences of good management. 

Good management should be ap- 
parent in the esteem in which the 
company is held in its community by 
public and political leaders. This was 
one of the outstanding impressions I 
gained in a week’s trip over the 
properties of a large southeastern 


graduates and others may have got- 
ten their education through the 
school of experience. Each one’s rec- 
ord should be reviewed with him at 
least once each year—every six 
months is better. He should be told 
how he is doing, praised for the things 
he has done well, and given helpful 
criticism on the things he has not 
done well. If he is the kind of a man 
the executive wants him to be, he 
will appreciate this kind of treatment 
and will improve in his work. This 
will hold his interest in his job. He 
should be promoted as soon as his 
capability justifies it and an oppor- 
tunity presents itself. If this policy 
is followed, a company will not lack 
for well-qualified men and women to 
fill the top 1 per cent or 2 per cent of 
jobs as they become vacant. 

I have set forth here, in some de- 
tail, my own views as to how we can 
develop proper leadership for our 
companies primarily to show that 
this selection and development pro- 
cess requires considerable manpower, 
definite company organization, and 
the top executives’ personal atten- 
tion. Another plan may be very dif- 
ferent from mine, and it may be bet- 
ter. The point I wish to make now 


system last fall. It also may be re- 
vealed by the nature and force of 
opposition, if any, to a rate increase 
application. 

Perhaps some tests can be made 
of the investors’ acceptance of a com- 
pany’s securities. If it raises its cap- 
ital and its securities sell on a better 
basis than those of similar utilities, 
is not this a recognition of good 
management? But this begs the ques- 
tion, because my premise is that the 
investor and his representatives are 
not adequately equipped to judge 
managerial ability. I have indicated 
some possible approaches but I am 
sure that electric utility executives 
can be helpful in guiding us to better 
management appraisal techniques. 

In my discussion of one question— 
“What does the analyst want to know 
about your company?” —I have asked 
a hundred. Posing them was easy. 
The hard part is giving the answers, 
and that’s what I am leaving to com- 
pany executives. 


is that it is very important to have a 
definite, well-organized plan. If a 
company already has such a plan, I 
suggest that the executives take an- 
other critical look at it. Think about 
this problem as one of the major prob- 
lems that confronts a company, and 
see if the company is set up to give 
it proper attention. How closely does 
the president and vice president fol- 
low the work of the personnel depart- 
ment? How much time are top ex- 
ecutives giving to the question of 
finding, training, and developing men 
to be their successors? The responsi- 
bility for filling these leadership jobs 
rests squarely on the shoulders of top 
management. 

As our business grows, each one 
of the top jobs becomes more and 
more important. The future success 
of our industry depends on the kind 
and type of men and women we put 
in these jobs. The present leaders of 
the electric operating companies 
have this great responsibility. We 
must do whatever is necessary to get 
a sufficient number of the right kind 
of people properly trained and pre- 
pared to take over the leadership of 
these rapidly growing companies. 
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much about the electric indus- 

try, I am confident that my 
thinking about leadership in industry 
is closely allied with the thinking of 
most electric company executives. 

I could prove this by long state- 
ments evidencing my philosophy and 
action both as Governor of Maine and 
President of Bucknell University. But 
I think I can best prove it by recount- 
ing a story. 

This story relates to the English 
politician representing the Labour 
Party a year and a half or two years 
ago, just prior to the election that put 
the party out of power. He had made 
a very moving speech telling the audi- 
ence of the benefits of socialism, the 
benefits that had been conferred upon 
his constituents, and he wound up tri- 
umphantly with the statement, “How 
do you account for the fact that En- 
gland in the past year has had the 
largest and healthiest and finest group 
of babies in its history?” 

And he waited triumphantly for the 
full implication to sink in, but, un- 
fortunately, from the rear row came a 
bellow, ‘“‘Private enterprise!” 


er I may not know very 


Basis for Belief 


Now I believe in private enterprise 
with a passien, not merely because I 
can make a dollar under it—although 
I am very glad to make a dollar and 
certainly am one of those who, even 
though in the academic field, believe 
there is no crime in making a dollar 
if it is possible to do so with honor. 
But my fundamental belief in the pri- 
vate enterprise system has as a basis 
my firm conviction that it results in the 
greatest good to the greatest number. 
My experience in government makes 
me shudder at the stupidity and lack 
of perception of those—many of them 
well-meaning and sincere people but 
without the slightest appreciation of 
or experience in private competitive 
industry—people who have their minds 
and their hearts so moved by the evils 
they have heard about in private en- 
terprise in the capitalistic system that 
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they cannot see its advantages. Some- 
how they think that if private enter- 
prise could be done away with and all 
power given to the government, the 
government would wear a halo and 
evils would be dispensed with. 

All people crave power, and it may 
well be that the power of the dollar 
has been abused in the public life of 
America and in other countries hav- 
ing a free private-enterprise system. 
Nonetheless, when power shifts from 
the dollar to the ballot, the same weak- 
nesses and abuses will be found in 
those controlling life through the 
power of the ballot or through govern- 
ment directive without a ballot as 
exist in the human beings who have 
the power of the dollar. All we will 
have accomplished is the shift in the 
medium of exchange. 

It seems to me, however, clear as 
crystal that if the power of the dollar 
and the power of the government both 
are concentrated in government, we 
will have more rather than less abuse 
of power. There is an old-fashioned, 
familiar saying that power corrupts, 
and absolute power corrupts absolute- 
ly. With the free-enterprise system the 
power of a dollar is always subject to 
control and regulation by the will of 
the people through government as, 
perhaps, the electric industry very 
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well realizes. But if the _ people, 
through socialistic measures, are 
forced to give most of their income to 
the government and then merely sit 
by and hope that government will be 
beneficial and kindly in returning 
benefits to the people, we are going to 
find with great rapidity, as history 
all too clearly proves to those willing 
to learn, that productive efforts of the 
people are used not to provide the 
greatest benefits to the greatest num- 
ber, but rather to provide the greatest 
power to the fewest in number. 

I see a great similarity today be- 
tween the position of the United 
States in world politics and the posi- 
tion of private industry—including 
the electric industry—in the American 
domestic scene. Recently as Mrs. Hil- 
dreth and I took a taxi ride over the 
route of the Coronation parade, I was 
struck with the disintegration of the 
power and leadership of the British. 


For instance, it was amazing to me 
to learn a few weeks ago while I was in 
Pakistan that in Pakistan and India 
alone the population exceeds the popu- 
lation of all the United Kingdom plus 
all the population of Soviet Russia 
plus all the population of the United 
States. Yet those two _ countries 
achieved independence from England 
only as recently as 1947, and a dis- 
tressingly small percentage of the 
people—perhaps only 12 per cent—are 
literate. With the departure of En- 
gland’s leadership—say what you will 
about it for good or bad—where will 
the leadership for these hundreds of 
millions of people come from? How 
good will it be, and how rapidly will 
it be forthcoming? Those questions 
are of vital concern to us in American 
life and to the entire free world. Will 
the thinking of these 400,000,000 
people, like the thinking of the vast 
population of China, come under the 
vindictive, vicious, hate-thinking of 
the Communistic Party? 

We all know that Russia particularly 
likes a power vacuum. Space does not 
permit an elaboration of these 
thoughts, but a mere reference to the 
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questions I have asked seems to carry 
adequately their full significance. 

So now I turn from those thoughts 
to the situation of leadership of pri- 
vate industry in America today. In 
America for 20 years, either directly 
or indirectly, private industry has 
been castigated and government ex- 
alted largely for political purposes. 
Now we have a reversal in political 
thinking, though by a very narrow 
margin, and private industry has a 
heavy responsibility. With the with- 
drawal of the power and leadership of 
England in world politics, the United 
States, unwilling and unprepared, re- 
gretfully, must assume the problems of 
free-world leadership. After 20 years 
_in the United States, during which 
leadership was constantly expected to 
come from the government, we now 
find private industry invited to take 
an increasing part in the leadership of 
our life. Will the leadership of Amer- 
ica in world politics and the leadership 
of private industry in domestic politics 
be adequate to meet today’s problems? 


Problems of Quantity 

First let me give a little capsule 
statement bearing on the problems of 
the quantity of leadership needed in 
the United States. From the foreign 
edition of Time magazine, which | 
picked up in Syria, I cut from the edu- 
cational section the following item: 


The United States is used to 
boasting about its wealth and prog- 
ress, but is it training enough people 
to carry them on? Last week, in a 
special report—A Policy for Sci- 
entific and Professional Manpower 
(Columbia University; $4.50)—the 
National Manpower Council at Co- 
lumbia University’s Graduate School 
of Business gloomily answered no. 
The supply of trained minds is lag- 
ging way behind the demand. 

In 1952, the nation was at least 
25,000 engineers short. It had only 
18,000 physicists; only 3,500 of 
them have Ph.D.s. It needs at least 
53,000 more teachers, by 1960 will 
face a shortage of between 22,000 
and 45,000 physicians. Most alarm- 
ing figure of all: of the nation’s 
700,000 scientists, a mere 15,000 are 
engaged in basic research. 


That is the capsule statement of the 
problem of trained minds—not neces- 
sarily leadership management, for 
leadership management will come to a 
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very appreciable extent from the 
group to which I have referred. 

Now let me quote from EEI Presi- 
dent B. L. England on the quality of 
leadership needed in private industry. 
In Electrical World of April 6, 1953, 
after reviewing some remarks of Mr. 
England, an editorialist goes on in 
this language: 

After tracing the outstanding 
factors in the growth of the electric 
industry and the contributions of 
technical men, Mr. England con- 
cludes that a new type of leader is 
needed for the future. He said, 
“As the scope of his operations 
broadens, as the welter of techni- 
cal and specialized considerations 
and problems becomes more nu- 
merous and complex, the manage- 
ment man must never forget his 
relationship to the people of his 
organization, his community, his 
nation, and its way of life.” 

This broader responsibility re- 
quires unusual qualities of leader- 
ship, according to Mr. England. 
He says, “the most important con- 
sideration in the selection of a 
top management man is character. 
He will demonstrate conscientious 
determination and capability in 
carrying out company, community, 
or national responsibilities. It will 
be instinctive with him to choose 
the honorable course, whether a 
given situation is difficult or not. 
He will have a full and human 
comprehension of the significance 
of each part of his organization’s 
operation to its over-all contribu- 
tion.” 


It would be difficult indeed to find 
a better statement of the quality of 
leadership needed, not only in the 
electric industry, but in all indus- 
tries. 

Let me give a _ specific illustra- 
tion of what I consider squalid and 
damaging cases of where the leader- 
ship of private enterprise has not 
chosen, in the words of Mr. England, 
and most honorable course. I am 
glad to say that such illustrations as 
I shall refer to are practically non- 
existent now in the utility field, but 
whether that fact is due to the com- 
mendable restraint of its leadership 
or fear of regulatory powers might 
be argued by some. 

My chief efforts for the past four 
years have been in the field of edu- 
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cation. I feel very keenly about the 
private-enterprise system. Yet when 
I read of the chief executives in our 
well-known national and _ interna- 
tional industrial companies taking 
salaries and bonuses running be- 
tween $500,000 and $1,000,000 a year, 
then, conservative as I am, I see 
red. When you realize how little of 
that salary goes to the individual 
under our present tax system, it 
seems to me a clear case of economic 
exploitation. Both the shareholders 
of the company and the customers 
have every right to complain under 
a system whereby, in order to give 
a man a few cents on a dollar, they 
pay a salary and bonus running to 
$500,000 or $1,000,000. And if, con- 
servative as I am, I see red at the 
disclosure of such information, what 
can I expect from my students? 


Leadership for Banishment 

So, even though these evils are 
rare, or non-existent in the electrical 
industry—or at least the utility in- 
dustry—I think those of us who want 
to preserve the _ private-enterprise 
system should exercise leadership as 
shareholders and managers and tax- 
payers to see that this abuse of eco- 
nomic power is banished in all pri- 
vate industry. Let us fight for Mr. 
England’s philosophy, for the honor- 
able course in all industry as well 
as in our own field. 

Now, lest I leave the impression 
that I am picking on private indus- 
try by using the illustration of ex- 
cessive salaries with unjustifiable 
return, let me complain about one 
other type of dishonorable leader- 
ship. 

This is in the field of government 
~although through private indus- 
try. That is, the unscrupulous com- 
mentators who build up a following 
on a personal gossip basis by means 
of blackmail whereby senators and 
congressmen—sometimes private in- 
dividuals—in possession of confiden- 
tial information gained at secret 
hearings or conferences are advised 
that if they will leak to these com- 
mentators, the commentators will re- 
spond by patting them on the back 
and building them up in the eyes 
of their constituents. Unfortunately, 
because human nature is such that 
people like gossip, we have several 
such commentators with perfectly 
tremendous followings, much of 
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whose information comes from a 
blackmail processs similar to what I 
have just outlined. 

It is a sad thing indeed and has a 
bad influence upon the _ political 
thinking of the United States of 
America, because there is retalia- 
tion if the victims do not respond to 
the suggestion of giving inside in- 
formation. They immediately become 
targets subject to the abuse of these 
commentators. There are other kinds 
of commentators who do not stoop 
to the backyard gossip type of com- 
ment but deal with issues and, 
whether you agree with them or not, 
try to put forward what the issues 
are and the arguments for and 
against, and not deal with person- 
alities. 

Now, as an educator and because I 
believe education is everyone’s busi- 
ness, the same as politics is every- 
one’s business, let me urge the lead- 
ers of the electric industry to use 
their leadership in the field of edu- 
cation. I refer to both public and 
private education—that is, the pub- 
lic schools and our institutions of 
higher learning. “As a man think- 
eth, so is he!” There is great ne- 
cessity for those of us who want to 
know what our youth is learning to 
take a more active interest in and 
to give more active support to our 
schools and our educational system. 

There has grown up a very large 
group of people in the educational 
field who believe that because they 
are specialists in education they 
should be accountable to no one, and 
that any inquiry into what is being 
taught is to be regarded as a puni- 
tive investigation and an interfer- 
ence with academic freedom. A bril- 
liant young man, William F. Buckley, 
Jr., created a great furor a year or 
two ago when he wrote and pub- 
lished a book called God and Man at 
Yale. Despite the ridicule heaped 
upon him as a pipsqueak by acade- 
micians, his book became a _ best- 
seller. I would commend his book 
to all who want a picture of some 
things that are going on in our 
American colleges. Although no 
doubt presented from a very per- 
sonal point of view, what he writes 
about pertains to many American 
colleges, and his title might well have 
been God and Men at College. 

I would even concede that it is a 
one-sided presentation possibly, but 
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he makes two very sound points 
which badly needed to be made. The 
first point is that our colleges were 
originally founded, in most instances, 
upon a firm belief in God and to train 
ministers. With the passing of years 
our colleges threw off shackles im- 
posed upon their intellectual liberal- 
ism but, unfortunately, because re- 
ligion became so controversial, many 
American colleges now leave the 
graduating student bankrupt of any 
religious convictions and almost with 
a scorn for religion. What a sad com- 
mentary it is today that probably 
in most American colleges far fewer 
seniors attend chapel services or 
church services on Sunday than do 
freshmen. That tells the whole story. 

The second point in Mr. Buckley’s 
book was that the overwhelming 
number of graduates of our colleges 
strongly believe in the private-enter- 
prise system, and yet they give 
money each year to colleges who 
foster, through some of their teach- 
ing staff, the destruction of the 
private-enterprise system. Mr. Buck- 
ley contends that those who provide 
the funds should have some knowl- 
edge of, and some say in control 
over, what their youngsters are 
taught, whereas the academic pro- 
fession—or at least a very voluble 
core of the profession—insists that 
any such attempt is curtailment of 
freedom of teaching. 

Personally, I know of no Ameri- 
cans who have a life job without be- 
ing responsible for their actions to 
somebody else—other than the 
judges of our highest courts. I do 
not believe our citizenry should hesi- 
tate to make the teaching profession 
responsible for what it teaches, any 
more than our citizenry should hesi- 
tate to make the medical or the legal 
profession or the utility industry 
account for what they do or what 
they practice. It is always good to 
have people in each and_ every 
branch or walk of life responsible 
to someone other than themselves. 
And so I hope that the brains of the 
electric industry will take time and 
take an interest in what is being 
taught to our youth in both our pub- 
lic schools and universities. 

And lest anyone come to the con- 
clusion that I may be bearing down 
too hard on some points in the aca- 
demic profession that I do not en- 
tirely agree with, I would particu- 


Page 249 


larly like to point out how humiliat- 
ing it is on my college campus today 
to find seniors in engineering school 
graduating and, if they are willing 
to leave the country and take diffi- 
cult foreign assignments, receiving 
more pay on the day they step off 
the campus than the professors who 
have been teaching them and who 
have devoted their lives to the en- 
gineering profession. That is a tragic 
and humiliating state of affairs— 
the rectification of that situation de- 
serves the support of all industry. 

I cannot refrain from adding just 
one word on the Congressional in-- 
vestigations which have been going 
on and which have received so much 
publicity. This is due to a very lim- 
ited number of professors refusing 
to state whether they are or are not 
communists, or have or have not been 
communists. I want to doff my hat 
publicly, so to speak, and I have 
already done it privately, to Rutgers 
University for seizing upon that 
issue, for reaching a decision that 
people on the staff who refuse to 
answer that question would not be 
retained by Rutgers, and for public- 
ly explaining why they would not be, 
drawing a very sound line between 
the right of Congress to investigate 
what was going on in our public in- 
stitutions of learning and the right 
to say what should or should not be 
done in these colleges. I believe that 
Rutgers made one of the soundest 
decisions, made one of the finest 
statements on this very controversial 
issue that I have seen. I wrote 
President L. W. Jones and the trus- 
tees on that, expressing also my firm 
conviction that our trustees, had the 
situation arisen on our campus, 
would have taken the same attitude. 

In conclusion, I should like to 
point out that the electric industry 
learned some bitter lessons the hard 
way, but that today it is definitely 
out of the dog house, has done a 
marvellous job since the close of 
the war, and in doing so has won 
the full confidence of the public. In 
the new economic and political clime 
in which it has so recently found 
itself, I hope and believe that the 
leadership of the electric industry 
will live up to both its responsibili- 
ties and opportunities so effectively 
and efficiently that it will become the 
brightest star in the firmament of 
private enterprise. 
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Y subject, “How It’s Being 
M Done,” contemplates a report 

on various activities of indi- 
vidual electric companies and _ the 
latest trends in electric industry ad- 
vertising, public relations and sales 
promotion. 

There is an adage that the dog that 
trots around a lot always finds a bone. 
Trotting around the country as I do, 
some 75,000 miles per year, I natur- 
ally find many bones, and I would now 
like to share some of them. I shall do 
this rather briefly. 

Sometimes it is helpful to take a 
quick look at the past and profit 
thereby. A look at American business 
history, for our purposes, could start 
with the Gay Nineties, when all Amer- 
ican business was comparatively small 
and hardly needed any advertising or 
explaining. Business leaders were able 
to work hand in glove with their em- 
ployees and neighbors. They talked 
over the back fence. They understood 
each other and the free-enterprise 
system. 


Public Understanding Outgrown 

But, the rapid expansion of Ameri- 
can business in the following decades 
changed all this, and most industries 
outgrew public understanding. The 
depression of the early 30’s followed, 
bringing in its train political, eco- 
nomic, and social experiments that 
bore heavily and unfavorably on the 
American Economic System for a pe- 
riod of some 20 years. 

The resultant damage to all busi- 
ness was bad enough but probably 
more devastating to the electric indus- 
try than to any other. That the elec- 
tric industry survived it is a tribute 
to the many courageous leaders who 
fought rear guard actions and kept 
the industry intact until American 
constitutional government could be 
restored. That happened last fall, and 
perhaps now we would be justified in 
feeling somewhat like those famous 
lines in Shakespeare’s King Richard 
III: 
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Now is the Winter of our discontent 

Made glorious summer by this son 

of York. 

And all the clouds that lour’d upon 

our House, 

In the deep Bosom of the Ocean 

buried. 

But, lest we allow this feeling of 
release to run away with us, we might 
well take heed of a recent statement 
by our good friend Bill Price, of West- 
inghouse, which pointed out that busi- 
nessmen had been complaining for 20 
years. “Now let’s see you do it bet- 
ter,” he said. “And God help you if 
you don’t.” 

My contacts with utility business- 
men convince me that they will indeed 
do it better, especially as the shackles 
are removed. The courageous efforts 
of these men in the past 20 years at 
the grass roots forged bonds of great 
strength and formed a veritable army 
for free enterprise . . . for all busi- 
ness. They learned the hard way, in 
the thick of battle. 

It was in those past 20 years that 
advertising and public relations in the 
electric industry began to grow up. 
Prior to that, public relations as a 
program was not widely practiced by 
electric companies, and advertising as 
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a plan was almost in the same cate- 
gory. The electric industry in its early 
years needed little advertising, for it 
was spectacular enough to attract the 
public automatically. It was not until 
the 1920’s that its novelty aspects 
wore off and the public began taking 
it for granted, creating the need for 
more informative advertising. 

Then along came the promotion of 
hydroelectricity, and customers clam- 
ored for something that sounded mi- 
raculous and almost free. “Cheap hy- 
droelectricity” became a catch phrase 
in the 20’s, somewhat like ‘atomic 
energy” is becoming today, and unless 
we control the latter phrase in time, 
it can mislead the public into expect- 
ing atomic electricity to be as free as 
air itself. 


Reservoir of Useful Material 

In recent years, advertising, public 
relations, and sales promotion have 
grown greatly. No longer are they 
being left to emergency or day to day 
methods. Much credit for that goes to 
the Public Utility Advertising Asso- 
ciation, a strong group of several hun- 
dred keen and creative people with a 
basic knowledge of the utility busi- 
ness and with an interchange relation- 
ship with each other that subordinates 
pride of authorship to the common 
good, pouring the best ideas into a 
reservoir of useful materia}. 

I emphasize that interchange be- 
cause, while advertising and public 
relations are local to each individual 
company, they should make for a com- 
mon cause across the country. 

Frequently, I am asked “which Com- 
pany is doing the best all-around job 
of advertising and public relations?” 
The answer has to be that no one com- 
pany has a corner on all the best ideas. 
True, some companies do more than 
others, but I can answer that there 
are so Many companies now promoting 
in balanced fashion that it would be 
beside the point to name one company. 

However, some new and significant 
trends have been taking place in the 
advertising and public relations activ- 
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ities of our industry in the last few 
years. 


One of the most far-reaching has 
been the long-range promotion by in- 
dividual companies of community and 
regional programs for the betterment 
of the areas they serve. Such pro- 
grams are soundly in the public in- 
terest and have achieved outstanding 
success in many territories. They have 
resulted in wide-spread civic better- 
ment and, in one case, in the trans- 
formation of a winter vacationland to 
an all-year-round playland and busi- 
ness area for the benefit of an entire 
state. 


There is a strong feeling on the 
part of some executives that commu- 
nity and area programs are the most 
significant public relations develop- 
ments in the industry since World 
War II. These programs do indeed 
present an exciting challenge. 

Some electric companies are actively 
and successfully promoting industrial 
development, while groups of other 
companies are cooperating on a state- 
wide basis to promote rural electrifica- 
tion. However, there are many other 
facets to the public services provided 
by electric companies, among which 
might be listed motion picture films 
and staffs of lecturers for schools, 
plant tours for.school children and the 
public in general, children’s booklets 
on safety and the making of elec- 
tricity, and talent shows for young 
people. 

Another rather fundamental devel- 
opment in the industry is the trend 
toward humanization and simplifica- 
tion of the lowly post-card bill by 
interpreting the kilowatthours and 
amount columns as servant hours and 
wages. In the field of sales, some com- 
panies actually act as the hub of the 
promotional wheel for dealers, con- 
centrating their sales and advertising 
promotion in behalf of the dealers. 

Television is another development 
becoming increasingly important in 
electric company promotions, and a 
number of companies not only sponsor 
running spot commercials but also 
15- and 30-minute programs. While 
television has its place, however, we 
must remember that newspaper adver- 
tising is the cornerstone of all! utility 
promotion. 

All business is local. The newspaper 
is local. The utility business is local 
to the community it serves. The news- 
paper deals with all people daily and 
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Fremont L. Lovett 


REMONT L. LOVETT, President 

of Rockland Light and Power Co. 
in New York, Rockland Electric Co. 
in New Jersey, and Pike County 
Light and Power Co. in Pennsylvania, 
was killed recently when his private 
plane which he was piloting crashed 
in Vermont. He was 64 years old. 

A native of Vermont, Mr. Lovett 
was graduated from Norwich Uni- 
versity, then began his electric util- 
ity career as an electrical engineer 
with the Worcester (Mass.) Light 
and Power Co. Subsequently he was 
employed by the Brockton (Mass.) 
Gas Light Co.. of which he later 
became a director. 


weekly, recording births and deaths, 
accidents, social events, civic affairs, 
etc., many things in which a local elec- 
tric company plays an important part. 

Thus, every electric company adver- 
tising man is alive to his local news- 
paper as the number one medium of 
communication. 

The programs and activities I have 
described are but a handful of the 
scores that are being used in many 
different parts of the country. Space 
does not permit my describing more, 
and I shall probably be embarrassed 
by the many that I have omitted or 
overlooked. 

But, they do demonstrate one thing. 
It is this: the life of the power com- 
pany is inseparably linked with the 
life of the community. That most com- 
panies are alive to this fact is surely 
indicated by the examples and trends 
I have mentioned. 

Community and area programs, plus 
industrial development, business edu- 
cation days, coordinated dealer sales 
programs, state and regional promo- 
tions, and youth activities are build- 
ing up across the country at the grass 
roots, like— 

Little Drops of Water and Little 

Grains of Sand, 
Make the Mighty Ocean and the 
Mighty Land. 

Advertising and Public Relations 
and Sales Promotion are being stepped 
up measurably. Advertising is like a 
kiss . . . what you get out of it de- 
pends on how much you put into it. 
The industry is spending, on the aver- 
age, only .6 of one per cent of gross 
revenues on advertising promotion. 
That is not enough. Some electric com- 





He became general manager of the 
electric companies in Rockland ani 
Orange Counties, N. Y., in 1927, and 
nine years later was elevated to the 
positions of vice president and di- 
rector of the Rockland Light and 
Power Co. For the past year, he 
held the position of president of the 
latter company as well as of the New 
Jersey and Pennsylvania companies. 


A civic leader in New York’s South 
Hudson Valley area, he was presi- 
dent of the Nyack Chamber of Com- 
merce and head of the Rockland 
County Council, Boy Scouts of 
America. 


panies are already doubling this, but 
commercial concerns frequently spend 
up to 5 or 6 per cent of gross sales. A 
girl with a pretty knee can just grin 
and bare it, but we have to spend 
money to put our story across. 

With today’s fast moving tempo, 
our promotion must move faster. The 
competition is keener, but the tools 
are better than ever. We now face the 
greatest opportunity in our history, 
with expanding capacity of power 
plants and manufacturing plants 
and a freer atmosphere in which to 
operate. 

Now that electricity has become a 
family affair we must broaden our 
whole program along a wider front to 
encompass all members of the family. 
We have a big selling job to do. And 
we really have something to sell. 

The question I was to answer is, 
“Are all the horses on the team pull- 
ing together?” And the question does 
not embarrass me today nearly as 
much as it might have just several 
years ago. The answer is definitely, 
yes, there is better teamwork than 
ever. 

But, now that the sun has come 
from behind those 20 years of clouds, 
it behooves us to step up our advertis- 
ing and public relations and sales pro- 
motion above our rated capacity and 
up to full capability. In the beginning 
I pointed out that our industry out- 
grew public understanding and that 
our enemies for 20 years capitalized 
upon it. 

And I submit that we cannot take 
20 years to undo what 20 years did to 
us. We had better try to do it in four 
years! 
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URING the first 50 years of our 
industry, the increased use of 
our service permitted a long 

series of rate reductions. It appeared 
that the utility industry was in the 
fortunate position of being able to 
offset the effect of inflation by in- 
creased sales. Following World 
War II, however, the inflation was 
so rapid that we found it necessary 
to seek rate increases. Sales pre- 
sented no problem because the pros- 
perity resulting from a pent-up de- 
mand for durable goods increased 
our output at a rate faster than we 
could provide generating equipment 
and it was necessary for us to draw 
on our reserve capacity which, by 
the end of the war, had reached 27 
per cent. 

Before we were able to bring re- 
serve capacity up to normal, hostili- 
ties broke out in Korea. The demand 
for energy rose sharply, and material 
shortages slowed down the installa- 
tion of generating equipment. The 
time is rapidly approaching when 
we will again have adequate reserve 
capacity. This reserve capacity will 
have been installed at a unit cost 
well above the system average, and 
further rate increases may be re- 
quired to offset further inflation and 
to provide a return on this increased 
investment. 

Rate increases which have been 
granted in the past have been well ac- 
cepted by our customers because they 
were in phase with the inflationary 
trend. The inflation which has been 
going on for so many years now ap- 
pears to be checked temporarily, and 
we can anticipate a much less favor- 
able reaction to future rate increases. 

As we expand our systems and re- 
place units of generation or distribu- 
tion with new ones at a higher cost, 
the system investment per unit of 
capacity will rise. It is our responsi- 
bility to analyze the situation most 
carefully to determine what steps can 
be taken to increase the return on the 
investment before resorting to fur- 


Atlantic City, N. J.. June 3, 1953 





J. R. HARTMAN 


ther rate increases. Certain econo- 
mies can be effected by revising our 
practices in all departments to be 
sure that all operations are being 
conducted in the most efficient man- 
ner in view of our increased output. 
Much has already been done along 
these lines, and it is not my purpose 
to discuss this phase of the question. 

The developments which have 
taken place tend to increase those 
cost factors which are influenced by 
kilowatthour output much less than 
those which are influenced by kilo- 
watt demand. In most cases, the in- 
cremental additional investment in 
distribution system to serve desirable 
new loads from existing lines is 
relatively low as compared to the 
average distribution investment. The 
incremental distribution and trans- 
mission operating cost is also low. 
Increased sales of energy for such 
uses that do not adversely affect the 
system load factor appreciably will 
produce increased net earnings and 
an increased return on the invest- 
ment. 

An aggressive sales program ac- 
complishes many things— 


1. Increases gross and net reve- 
nues. 
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2. Postpones or avoids the ne- 
cessity for rate increases. 

3. Provides a healthy growth fac- 
tor which attracts the neces- 
sary additional investment. 

4. Improves public relations. 

It is possible that too little atten- 
tion has been given to this last effect 
of an aggressive sales program, 
namely, improvement of public rela- 
tions. We are indeed fortunate to 
be in an industry the use of whose 
product produces such widespread 
satisfaction. The customer who buys 
a dishwasher, a dryer, or an air 
conditioner receives such _ benefits 
that a kindly feeling toward the com- 
pany which supplies the energy is 
most natural. Then, too, as we carry 
on an aggressive sales program to 
encourage the use of appliances, we 
resell existing owners of these ap- 
pliances on the many benefits which 
they receive from them. 

The only situation in which in- 
creased use of our service does not 
tend to improve customer good will 
is that in which an inadequate job 
has been done. If a store owner re- 
lights but installs only half as much 
light as he should or installs air con- 
ditioning equipment of inadequate 
size, dissatisfaction may follow in- 
creased use of energy. This type of 
situation, however, is also corrected 
through an active sales program. 
During the past 12 years, salesmen 
and sales managers have tended to 
become lax in their methods. Much 
attention is now being given to this 
matter and within a relatively short 
time a hard-hitting team will be back 
in the field. 

There is another phase of this 
problem which deserves serious con- 
sideration. During the period fol- 
lowing the start of World War II, 
some sales budgets were cut. Others 
increased but did not increase as fast 
as the growth of revenue so that 
there has been a general decline in 





Ju 


th 
re 


re 
fig 
in 
Ww: 


pe 
cu 
m: 
ex 
whk 
no 
acl 
po 
va 
the 

a 
ha 
sa 
the 


de 


ma 
cre 
int 
be 





July, 1953 


the sales expense per dollar of gross 
revenue. 

Every effort should be put forth 
to increase sales efficiency by a study 
of methods used effectively in other 
industries. Methods which were ef- 
fective prior to World War II may 
be found far too costly under present 
conditions. In many cases mass sell- 
ing in one form or another will pro- 
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we can profitably afford to put into 
our sales budget. 

One peculiar aspect of our busi- 
ness is that in order for us to have 
a market for our product, electric 
service, we or some of our allies in 
the industry must sell some appli- 
ance or equipment which uses elec- 
trical energy for its operation. Re- 
gardless of whether a company en- 
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some of the newer and more glamor- 
ous applications. 

With a limited budget, we can di- 
rect greater emphasis to the promo- 
tion of those appliances which have a 
higher ratio of revenue to original 
cost. This information is also useful 
in discussions with manufacturers, 
distributors, and dealers to get their 
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ences the investment in distribution 
facilities and the load factor of the 
system which influences the cost of 
generating facilities. Any load build- 
ing program which tends to improve 
either load factor will have a bene- 
ficial effect on net earnings and any 
new load which tends to improve 
both load factors will be most profit- 
able. 

If all electric systems had the same 
type of load curve the solution would 
be relatively simple. A committee of 
EEI could study the problem and 
recommend a program of load promo- 
tion that would improve the load 
factor of each member company. A 
few of the factors which influence the 
shape of the load curve are: 


1. Proportion and type of indus- 
trial load. 

2. Rural and metropolitan char- 
acteristics. 

3. Variation between seasons of 
the year. 

4. Relation of time in use in area 
as compared to sun time. 

5. Relative saturation of various 
types of appliances. 

6. Special inducement rates 
favoring some time of day or 
season of the year. 


The shape of the daily load curve 
varies throughout the year but the 
shape of this curve at time of the 
annual peak is most important. The 
annual load curve taken at time of 
peak is important, but a study of an- 
nual load for various hours of the 
day will be helpful. 

One way of improving load factor 
is to design a rate which encourages 
additional load at some period of the 
day or some season of the year. This 
method should be approached with 
caution because the load curve is 
constantly changing. 

A number of years ago our own 
company found that there was a defi- 
nite summer valley in the load curve. 
At the same time there was a hesi- 
tancy among the owners of large 
stores to install air conditioning 
equipment because of the high oper- 
ating cost. A special summer off- 
peak rate was effective in building 
summer load but the growth in re- 
frigerator saturation and general ac- 
ceptance of air conditioning have in- 
creased the summer peak to a point 
just below the winter peak. Some 
modifications have been made in this 
rate but it has not been possible to 
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correct the situation in its entirety 
because of large increases many cus- 
tomers would incur. 

Concessions to build night load 
appear to be reasonably safe but sea- 
sonal concessions are always dan- 
gerous. The report which EEI has 
issued on resistance house heating 
stresses this point and urges the 
member companies to adopt rates 
which will be compensatory under 
all conditions. 

The sales manager has the oppor- 
tunity, and therefore the responsibil- 
ity, to influence load factor by a 
study of the daily and seasonal load 
curves of his own company with re- 
spect to both system and typical dis- 
tribution feeder. An examination of 
these load curves will indicate those 
periods of the day or year in which 
load can be added without increas- 
ing distribution system peak or sys- 
tem peak or without increasing 
either. 

Some of the conclusions which may 
be drawn from such a study are rela- 
tively obvious. For example, the com- 
pany serving an industrial area with 
a morning peak will find that residen- 
tial lighting is an off-peak load in so 
far as system is concerned. In such 
cases, the promotion of home lighting 
should take on a new importance be- 
cause profitable lighting load can be 
added without increasing the peak. 

The advent of fluorescent lighting 
provided a great opportunity for com- 
panies, the importance of which has 
not been fully recognized in all 
circles. Older types of lighting pro- 
vided a relatively low intensity. As a 
result the customer turned the lights 
on only when daylight failed either 
because of nightfall or because of a 
storm. As a result we had the lighting 
demand but sold relatively few kilo- 
watthours. If fluorescent lighting is 
used to replace incandescent equip- 
ment on a fixture per fixture basis or 
even to produce only double the in- 
tensity, the use of lighting remains 
unchanged. However, when fluores- 
cent lighting is installed to provide 


an intensity of 60 foot-candles or 


more, the lighting is in use whenever 
the space is occupied. Thus commer- 
cial, industrial, kitchen, and laundry 
lighting should not be evaluated upon 
the basis of connected load but rather 
upon the sale of additional kilowatt- 
hours, improved load factor, and cus- 
tomer satisfaction. 
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A few appliances such as clocks 
operate at inherently high load fac- 
tor. Other appliances such as electric 
bed coverings or attic fans by their 
very nature operate off-peak and will 
improve the load factor of any sys- 
tem. Other appliances have their own 
load characteristics and vary widely 
one from another. The sales man- 
ager who is equipped with a knowl- 
edge of the shape of the load curve 
of various appliances and has made 
a study of his company’s daily and 
annual load curve can determine in 
advance the effect of any individual 
appliance on the load factor of a 
distribution feeder and of the sys- 
tem. He can also determine in ad- 
vance the increment investment in 
distribution and generating capacity 
that will be required to serve that ap- 
pliance. With this information at his 
disposal. it is a simple matter to 
determine the net revenue from the 
appliance and the return on the in- 
crement investment. 

Relatively little information has 
been available on the load character- 
istics of various appliances and it 
appeared desirable to assemble the 
information which has been collected 
over the years and include it in an 
appendix which is available upon re- 
quest from the Edison Electric Insti- 
tute, 420 Lexington Avenue, New 
Tork 17, N.Y. 

This appendix has been entitled 
“Sales Manager’s Rough Guide to 
Residential Load Characteristics.” 
The word “Rough” has been included 
because it is not intended that the 
information contained in the appen- 
dix is complete nor that future re- 
search on the subject may not alter 
the data presented to some extent. 
The guide does not cover all appli- 
ances and the information on some of 
the newer appliances is somewhat 
less reliable than that on others be- 
cause a fewer number of studies were 
available from which to draw a con- 
clusion. Until a complete study is 
available, the data contained in the 
appendix should be of substantial as- 
sistance to those sales managers who 
wish to adopt this suggested tech- 
nique. 


If there is any question as to the 
wisdom of a controlled approach to 
this matter of load building, I would 
like to recount the history of a major 
electric system. 

(Continued on page 294) 
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Salesmanship Can Improve Public Relations 


Charles E. Oakes 


President, Pennsylvania Power & Light Company 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


OR the past two decades industry 

in general and the electric power 

industry in particular have exist- 
ed in an unfavorable political climate 
—unreasonably restrained in their 
proper and lawful functions, unfairly 
hampered in the exercise of mana- 
gerial judgment, unduly subjected to 
restrictions of economic incentive and 
initiative. 

To a degree, American industry 
during these years has experienced 
the same kind of paralyzing influence 
of control by a dominant state that in 
the history of so many other peoples 
of the world has sapped their eco- 
nomic vitality and has consumed their 
ability to progress. In such an un- 
healthy environment, other nations 
have not been able to muster the 
strength required to develop the vigor 
and leadership so much needed in the 
world today. While we have been sub- 
jected to these same forces of attri- 
tion, we have thus far been able to 
ward off substantial damaging effects 
to our economy. 


Need for Change Freely Expressed 


It is fortunate indeed that we live 
in a country where the need for change 
of the economic and social climate of 
our government may be freely ex- 
pressed and accomplished by orderly 
lawful processes. Inherent and _ in- 
separable in the process is the great 
responsibility which falls on every in- 
dividual to uphold and advance our 
traditional principles. In retrospect 
we have seen the soundness of these 
beliefs attacked and seriously under- 
mined by many who played upon our 
failure to meet our obligations. 

But an encouraging change seems 
to be taking place. There is growing 
evidence that more people recognize 
their responsibility and are again ac- 
cepting an important basic idea which 
William Ellery Channing expressed 
as, “The office of government is not to 
confer happiness but to give men op- 
portunity to work out happiness for 
themselves.” Thus, within the past 
few months, the American people 
would seem to have taken the initial 
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steps in the needed transition toward 
a government more impartial, intelli- 
gent, and understanding in its treat- 
ment of its citizens, individually as 
well as collectively. 

Today we look forward to an era of 
good government, of integrity and 
fairness. In the American tradition 
of fair play, we, along with industry 
in general, ask only for fair treatment 
—no special privilege—no preferential 
advantage. But to my mind, if we are 
to expect such reasonable treatment, 
industry itself must display a spirit 
of constructive support toward gov- 
ernment and must evidence a gener- 
ousness of mind toward those sincere 
public officials—and there are many 
of them in both parties—who are de- 
serving of respect and our whole- 
hearted cooperation. Only by such 
joint efforts can that unity of purpose 
be achieved and the heavy burden of 
world leadership that has been placed 
upon our national shoulders be borne 
successfully. 

What can we as a responsible indus- 
try and as responsible individuals do? 
We know that the enemies of the free 
world hope vainly for our productive 
strength to weaken and collapse, open- 
ing the way for the establishment of a 
new order. But industry has responded 
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to this challenge and has expanded 
productive capacity and output in un- 
precedented proportions. Our indus- 
trial leadership has met the double 
strain of building up the defense es- 
tablishment and maintaining, even 
advancing, the civilian economy. Tak- 
ing care of our physical needs is im- 
portant, of course, and I am fully 
confident that industry will continue 
to do so. 

But there is another factor which 
threatens us, perhaps more _ serious 
because less tangible and less under- 
stood. In the final analysis it is what 
people believe that controls the kind 
of world we have and the kind of 
country we live in, and it seems to me 
that it is this matter of people’s be- 
liefs that is our number one problem. 

Though we have been successful in 
solving the problem of production, we 
have not done as well with this one of 
beliefs. It is of primary importance 
in this area of ideas that the public 
be made more conscious of the nature 
of economic forces and the individ- 
ual’s importance in their creation. On 
top of this is the fact that the conse- 
quences of this lack of public compre- 
hension in the political and economic ~ 
unrest of recent years have become 
much more serious. 


An Idea Whose Time Has Come 


What to do about it? No one, in my 
opinion, is in a better position to do 
this job than American industry and 
no one part of industry quite as well 
as our electric industry. 

It was Victor Hugo who said, 
“Greater than the power of armies is 
an idea whose time has come.” I think 
the time is propitious and that a na- 
tionwide ground swell of awareness is 
developing from the actions of thou- 
sands of citizens in communities 
throughout the country. As _ respon- 
sible citizens of those communities 
we must undertake our full share of 
these activities, and we must enlist 
the support of others. I believe that 
such actions, properly conceived at the 
community level, supporting and sus- 
taining each other in many directions, 
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May well produce a much-needed 
strengthening of the social and eco- 
nomic fabric of the nation. 

It seems to me that we cannot find 
adequate answers to these problems 
by the adoption of any over-all plans. 
For one of the great difficulties is that 
no such national program can ever be 
productive of a sufficiently articulate 
force. But the individual through his 
community can become expressive. So 
we come down to this—that it is what 
the individual thinks and what the 
community does that is important. 

This obviously calls for a local ap- 
proach, a door-to-door approach, a 
person-to-person approach. The job 
must be done in the communities and 
with the people in them on this basis. 
Of course, many of our problems 
looked at in this way involve local 
solutions, but in the aggregate the 
answers we get may well have national 
implications. 


Ever-Widening Frontiers 

In the electric industry we have 
long been accustomed to the constant 
challenge of ever-widening frontiers 
in our business and they are still open- 
ing before us. But here we face a new 
and exciting frontier—the frontier of 
human relations and understanding— 
a frontier perhaps not as clearly de- 
fined nor as carefully charted as 
others, yet just as real and certainly 
filled with opportunity. More and more 
we are beginning to realize that a 
business is not a wholly material 
thing. It primarily involves human 
beings and human relationships, and 
this is particularly true of the electric 
industry in which the idea of service 
to the people is paramount. 

The electric companies should take 
the lead in this great informative 
task, for probably in no other busi- 
ness does the American industrial 
system that we call free enterprise, 
for want of a better term, become 
more self-expressive. The property of 
the company has been built solely to 
serve the customer. It is there, right 
where he and his neighbors can see it. 
And the employees who do the work 
are those he sees and knows person- 
ally in many cases. The company it- 
self and its employees buy many of 
their needs from his firm, and he sees 
the money he pays for service in turn 
flowing back to him. Furthermore, in 
many cases, as a share owner, he re- 
ceives a return on his invested sav- 
ings—savings used to provide his and 
others’ service. But generally he does 
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not see this clearly until it is pointed 
out and as he does, the economic sys- 
tem, the profit system, the private 
property system which is the backbone 
of America become less puzzling. 

The founders saw very clearly the 
importance of protecting the rights of 
the people to own property as basic to 
liberty. In recent years, however, this 
and other fundamental ideas have be- 
come obscured and today there is a 
great need to restore them to their 
rightful place. Words in themselves, 
however convincing they may be, are 
not the answer. The words need to be 
interpreted by countless specific acts. 

And it seems to me that we in 
the electric industry are peculiarly 
equipped to undertake at the local 
level this essential task of demonstra- 
tion and improvement in public un- 
derstanding. I say this because we 
have in our companies highly trained 
sales people engaged in meeting vast 
numbers of the public every day and 
in whom the public has confidence and 
respect. True, we look to them as load 
builders and revenue producers, but 
unless we realize that ‘salesmanship 
can improve public relations,” we are 
not realizing their full potential con- 
structiveness. We should all make 
greater use of their abilities by more 
forcefully directing their attention 
toward improving public good will as 
well as toward bringing about a better 
public understanding of our American 
system. 

Just a few years ago a number of 
companies saw the necessity to em- 
bark on a broad program of reestab- 
lishing their relations with customer, 
community, employee, and share own- 
er and some took the opportunity to 
emphasize the interest of everyone in 
holding to solid American principles. 

What were the problems so many of 
us faced? At the outset it was appar- 
ent that the responsibilties and ardu- 
ous tasks thrust on everyone over the 
war years had made it difficult to 
maintain successfully those personal 
relationships so essential to proper 
understanding of industry’s activities 
and objectives and of the benefits ac- 
cruing to all of a healthy business 
state. 

More particularly, wartime equip- 
ment and manpower shortages had 
brought about fewer and fewer op- 
portunities to meet and talk to cus- 
tomers. Restrictions in the use and 
the rationing of materials had forced 
a lowering of service standards and of 
the readiness with which the cus- 
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tomers’ needs could be met. Availa- 
bility and adequacy of service in the 
community had become a matter of 
first importance in the expansion plans 
of local industries and in the location 
of new concerns. Many employees had 
lost, over the war years, their sensi- 
tivity to the importance .of the cus- 
tomers’ interests as well as’ proper 
appreciation of the vital role each 
played in the furnishing of. an, essen- 
tial public service. In many cases 
these problems were compounded by 
the imposition of severe financial 
problems resulting from divestment 
from a parent company under the 
Holding Company Act. 

The situation seemed clearly to call 
for the cultivation of human contacts 
on a broad scale. I should say that 
industry-wide a great good was ac- 
complished in a short time. Yet, while 
the electric industry’s extensive ef- 
forts pitched on a _ national basis 
proved productive, they served to ac- 
centuate the overreaching importance 
of bringing our story into. the home 
in intimate fashion. 

What was done, how it was done, 
and why it was done are questions 
whose answers are just as vital today 
as they were yesterday. The story we 
have been telling is not one which can 
be told at a single sitting. It is one 
which needs to be told many times 
and retold by thousands of people. 
And the story will have to be phrased 
and rephrased as day follows day, for 
while in detail it may concern our 
electric industry, its theme is the 
close bond which ties our growth as 
a nation with our industrial progress. 


Improving Public Relations 


Thus, it may be profitable to look 
at some of the things that have been 
done to raise the level of public un- 
derstanding and relations by the use 
of this principle of working at local 
levels. I know my own company best, 
and perhaps some of the things we 
have done may be of interest. 

Right after the war we started a 
program designed to reach on an 1n- 
dividual basis each employee and as 
many as possible of the opinion-form- 
ing leaders throughout our 9500- 
square-mile service area. This initial 
effort took over five months of on-the- 
job group meetings by our top people 
to reach each of our 6500 employees. 
Along with this, our sales people ar- 
ranged a heavy schedule of appear- 
ances before business and civic clubs. 
Informal sessions were held with the 
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local press and, in company with our 
commercial sales people, with influ- 
ential industrial, business, and civic 
leaders, to establish an intimate feel- 
ing of mutual interest. 

Throughout these meetings, empha- 
sis was laid on the close interdepend- 
ence between community and com- 
pany, stressing the benefits of home- 
town ownership and management and 
accenting the vital responsibility of 
each employee in the company’s busi- 
ness. 

By these intensive efforts channels 
of information were reopened. It re- 
established the company as an impor- 
tant economic factor in the commu- 
nity. It made clear the need for and 
the volume of our construction pro- 
gram. It aroused interest in the finan- 
cial program of the company. 


Good Neighbor Approach 

This good neighbor approach be- 
came the theme for a series of adver- 
tisements. Aimed at emphasizing the 
local character and the mutuality of 
interest of company and community, 
these advertisements featured and pic- 
tured a well-known employee living 
within the circulation area of more 
than 100 local newspapers. Nearly 
one out of every six employees—over 
1,000 of them—were thus shown, to- 
gether with their personalized re- 
marks and brief biographical sketches. 
Text stressed the importance of their 
job in serving the public and advan- 
tages of employment with the com- 
pany. By humanizing the company’s 
operations and employees in this fash- 
ion, large numbers of the customer- 
public became acquainted with com- 
pany affairs and its people, at the 
same time impressing on the employee 
and his friends the importance of his 
work. 

In a later series of these home-town 
ads, the same personalized technique 
was used to portray the role the in- 
vestor plays in the development and 
expansion of the company and Ameri- 
can industry. In these, significant 
facts about security owners as dis- 
closed by stockholder surveys were 
emphasized. The initial ads pointed 
out the benefits to the public from 
the company’s construction program, 
with particular attention on how the 
stockholder makes financially possible 
the construction and expansion of fa- 
cilities to take care of the public’s 
electric needs. The ads also showed 
how even the individual of modest in- 
come who had saved and invested in 
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the securities of industry was making 
an important contribution to indus- 
trial progress. To humanize these ads 
the sales people visited hundreds of 
stockholder - customers and_ secured 
photographs of over 700 individual 
customer and employee stockholders. 
As had been done in the early series 
on employees, each advertisement fea- 
tured people living in the circulation 
range of the more than 100 news- 
papers in the service area. 

The readiness of this large number 


‘of stockholders to agree to the use of 


their pictures publicly and the state- 
ments made offer striking evidence of 
the value of using the sales organiza- 
tion on such projects as well as the 
stockholders’ general willingness to 
take constructive action on behalf of 
a company in which they have in- 
vested. These investor owners can be 
vocal. Ways should be found to en- 
able these millions of holders of elec- 
tric company securities to be a more 
vital and expressive force. 

The report of The Brookings In- 
stitution on “Share Ownership in the 
United States” points out the im- 
portance of broad ownership by the 
public of the securities of industry in 
achieving economic stability, in 
strengthening the private enterprise 
system, and in improving individual 
understanding of how our economy op- 
erates. The electric industry may 
take credit for an effective educational 
program toward this end. According 
to the Brookings report, more share 
owners who hold only a single issue 
have selected public utilities as their 
initial investment than any other in- 
dustrial group. And when it comes to 
the extent of employees’ ownership of 
stock in companies by which they are 
employed, public utilities again are at 
the top of the list with 15.9 per cent 
of employees as security owners of 
their companies against only 8.9 per 
cent of the next group. 

This is indeed a creditable showing 
for our industry, but there is much 
more that can be done in broadening 
the ownership of our securities, and 
our attention should be directed 
toward this. 

In the final analysis, solutions to 
many of our industry’s problems ulti- 
mately require action by state regula- 
tory bodies. Some companies have 
found it desirable to hold periodic 
informal conferences with commission 
members and their staffs to discuss 
the broad economics of our business. 
Meeting the commission people face- 
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to-face, without the tensions present 
in formal proceedings, will result in 
their having a satisfactory under- 
standing of the economic and financing 
problems of the industry. 

The customary appearances most 
companies make before security ana- 
lysts and others offer not only the 
chance to inform this group of finan- 
cial people but local groups as well. 
Such meetings in metropolitan centers 
followed by presentations to the se- 
curity dealers, banking and financial 
interests in the service area, allow 
these local people to get personally the 
same story that is given the metro- 
politan analysts. In this way these 
local people have the opportunity to 
question and discuss company affairs 
directly and coincidentally without 
having to rely on prepared analyses 
by metropolitan specialists. These 
local investment and banking leaders 
welcome this recognition and they are 
expressive of their appreciation of 
the consideration shown them. The 
last time we did this, over 80 per cent 
of those who were invited attended 
these meetings and they told us that 
they met more people from their own 
group at these company affairs than 
they did at meetings of their own busi- 
ness organization. These presenta- 
tions of the company story have been 
followed with complete text in printed 
form for each group member. Gen- 
erally, these brochures are personally 
delivered by our commercial people, 
affording a further chance for inti- 
mate conversation about the business 
and its prospects. 


Proxy Solicitations 

Proxy solicitations afford another 
excellent opportunity to meet large 
numbers of stockholders face to face. 
In these proxy solicitation efforts, pre- 
ferred stockholders should be consid- 
ered in the same category as common 
stockholders. They are all equity 
owners, even though their investing 
motivations and interests may be 
somewhat different. As direct owners 
of our business, preferred stockhold- 
ers are as valuable and important 
allies as common stockholders. Wher- 
ever there is large local ownership, 
the commercial organization can carry 
the bulk of this solicitation work. 
Wherever possible, such employees 
should be assigned lists of stockhold- 
ers whom they usually visit as cus- 
tomers. Thus, better and friendlier 
reception results. Stockholders are 
appreciative of this personal interest 
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in helping them to a full understand- 
ing of the subjects on which their 
views are needed. Employees benefit, 
too, through becoming informed about 
phases of the business they ordinarily 
do not encounter in their usual as- 
signments. The sales forces generally 
welcome such opportunities to be of 
real assistance to these stockholders, 
many of whom they know personally 
as friends and customers. 

The ways in which salesmanship 
can improve public relations are al- 
most countless. For example, in the 
ever-present problem of school mod- 
ernization, the need for good lighting 
is recognized more and more as im- 
portant to health and to a realization 
of the educational potential. At the 
same time, school officials are faced 
with budget problems which demand 
that the greatest care be exercised in 
the emphasis placed on the various 
functions in a school plant. This offers 
a fine chance to be of real assistance 
to these people. For those companies 
who are able, sponsored trips to Nela 
Park for school officials and architects 
working on school problems help them 
in developing better school plants and 
avoiding costly mistakes. 


Electric Ranges for Schools 


Further, in helping the schools 
carry out modernization plans in spite 
of limited budgets, a program has 
been developed for furnishing new 
electric ranges to home economic de- 
partments at no cost to the schools. 
This plan, now in use by several elec- 
tric companies, calls for furnishing 
the initial range by a cooperating 
manufacturer on a deferred payment 
basis. Then once a year, or as new 
models are introduced, the older model 
is taken out and sold. This program 
provides the teachers with the most 
modern equipment and at the same 
time is enabling tomorrow’s home- 
makers to learn first-hand the ad- 
vantages of electric living. From 
these and similar efforts comes the 
grateful acknowledgment by school offi- 
cials of the help they are getting from 
the sales organization in meeting 
their educational responsibilities to 
the public. 

Hospitals and similar institutions 
frequently encounter operational prob- 
lems made particularly difficult by the 
fact that they are beyond the scope 
of their normal institutional experi- 
ence. Here the electric company can 
be of tremendous help. For example, 
we have in our sales department a pro- 
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fessional caterer, a major part of 
whose work is on-the-job studies in 
the modernization of food prepara- 
tion and distribution. His services 
have been in high demand by such in- 
stitutions. 

Even more unique, a local hospital 
encountered recent difficulties in se- 
curing student nurses. Sales depart- 
ment specialists were enlisted in find- 
ing a solution. They came up with a 
colorful slide film which quickly placed 
the hospital back in the happy position 
of having more applicants for its 
nurses’ college than it can presently 
enroll. 

Local community service groups are 
always looking for ways of enriching 
their treasuries to carry on their 
work. With this in mind, Parent- 
Teacher Associations and similar or- 
ganizations have been offered the use 
of demonstration kitchens, together 
with the necessary materials for 
turning out cakes, cookies, etc., for 
their bake sales. These activities 
have developed large groups of en- 
thusiastic home-town rooters for 
their electric company as well as indi- 
rectly promoting the advantages of 
electrical living. 

About a year ago, our company in- 
troduced our Reddy Kilowatt Farm 
Program, in which a farmer who has 
reached a high degree of electrifica- 
tion of his operations is awarded a 
citation. These citations are presented 
at a dinner meeting sponsored by the 
company in a grange hall or other 
place of the farmer’s choice to which 
his friends and neighbors are invited. 
Also present are prominent officials 
in farming circles. All of these peo- 
ple, in addition to the farmer himself, 
express great appreciation for this 
tangible evidence of company interest 
in the importance of his individual 
achievement in agricultural progress 
and the recognition of its essential 
place in our economy. 

Effective in improving industrial 
customer relations is our “Directory 
of Products.” It provides business, 
industry, and government with 
answers to these questions: What is 
made? Who makes it? Where is it 
made? What basic raw materials are 
available, and from whom—all in Cen- 
tral Eastern Pennsylvania. Over 
15,000 copies of this 76-page directory 
have been sent to American industry 
and government procurement agen- 
cies. This sales department publica- 
tion is recognized by our industrial 
customers as of considerable value to 
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them in securing new markets for 
their products and in finding new prod- 
ucts for local manufacture. 

Important activities fairly common 
to many electric companies but need- 
ing continual emphasis are those such 
as furnishing leadership for local 
communities and regions in organiz- 
ing for area development activities. 
With our service areas embracing 
countless small sections, lack of pro- 
fessional advertising and promotional 
service is a deterrent to constructive 
action in many cases. We can help 
these people develop effective pro- 
grams by offering the services of our 
advertising and publicity departments 
through our area development people 
to communities on a consulting basis 
where a regular agency service is not 
available or the “account” is consid- 
ered too small by independent profes- 
sionals. 


“Portrait of Power” 


Salesmanship can take many diverse 
directions to improve public relations. 
Instrumental in furthering art ap- 
preciation in our service area and at 
the same time familiarizing many 
with our company is what is called the 
“Portrait of Power,” an artistic in- 
terpretation of industry. A major art 
group in our service area visited our 
Sunbury plant and put their impres- 
sions on canvas. 

Under the direction of our promo- 
tional people, the resulting art exhibit 
has been on tour in the various com- 
munities and colleges nearby. At each, 
a local art group in the community 
or the college has been brought into 
the activity by having them direct the 
hanging and opening of the show with 
a preview tea for community leaders, 
thereby using the exhibit to help pro- 
mote local art interest and patronage. 
In turn, electric power operations have 
been effectively dramatized before a 
strata of society ordinarily not readily 
reached. With special emphasis also 
placed upon attendance by school-age 
youngsters at these various shows, 
not only is art interest stimulated 
among this younger group, but these 
efforts win the appreciation of the 
teaching fraternity. 

These and many other activities can 
permit us to touch on the traditional 
concepts of society and no opportunity 
should be lost to do so and to stress 
the overreaching importance and high 
place of the individual in the scheme 
of things. Behind them runs the 
theme that American business is not 
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a deterrent to social progress nor is 
it in conflict with basic democratic 
principles. 

And believing firmly that the re- 
sponsibilities of business to the pub- 
lic call for a forthright position—a 
more aggressive defense of the rights 
of all citizens—individually and col- 
lectively, in the political and social as 
well as in the economic sense—we 
should not hesitate to be outspoken 
whenever, in our honest judgment, the 
occasion seems to demand it. 

Permit me one or two illustrations. 

Several years ago, it was my privi- 
lege to speak at the annual meeting 
of the Chamber of Commerce of the 
United States on the “Inroads and 
Effects of Federal Power Programs” 
—in which the drift toward socializa- 
tion of the industry was factually set 
forth. The subject was of such im- 
portance to us as to warrant bringing 
it to the attention of the public in our 
service area. Printed copies, fully 
illustrated, were distributed by per- 
sonal letter to the more than 12,000 
opinion leaders to whom informative 
material is sent from time to time. 
Every employee received a copy and 
personal letter. It was made a subject 
for conference discussion by our 
supervisory staff. It was taken to the 
service clubs and similar groups in 
our communities where it was pre- 
sented by a number of our sales peo- 
ple and others. News outlines and 
background material pointing up the 
significant issues were given to the 
local press covering each presentation 
by local personnel who received fea- 
tured treatment. I cite this incident 
simply to show how personalized de- 
velopment of a single talk can be used 
to bring a message down to reach a 
very large number of people in an in- 
timate fashion. 

In another direction, just last year 
an employee-developed program, “The 
Power of Your Vote,” a non-partisan 
illustrated talk, pointing out the many 
reasons why it is so vital that every 
good American register and exercise 
his right to vote, was presented to 
every employee through a series of 
meetings. A group of specially 
trained sales employees ‘and others 
presented this program. So much 
favorable attention was attracted that 
outsiders began asking if these em- 
ployees would not be willing to appear 
before others. As a result, employees 
gave these talks before civic and ser- 
vice clubs, church groups, Parent- 
Teacher Associations, and patriotic 
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organizations. In addition, other 
civic groups were stimulated to ac- 
tion by this effort. The presentation 
of this program as a public service 
was not only well received but pro- 
duced many complimentary responses. 

Now, I do not wish to claim that 
our approach and what we have been 
doing is original. Many companies 
are reaching the public person-to-per- 
son through their sales departments. 
There are many notable cases where 
this has been done in a meritorious 
way and with creditable results. 

The activities of our area develop- 
ment departments offer one of the 
most constructive sources, not only of 
building good public relations, but of 
reversing the unwholesome trend of 
the citizen looking to government to 
solve his problems. The existence of 
slum sections in many cities very obvi- 
ously retards civic progress and, of 
course, hampers load development. 
One of our forward-looking compa- 
nies, Union Electric of Missouri, 
realized this and, with other business 
people in St. Louis, has joined in an 
urban redevelopment program based 
on the theory that responsibility for 
slum clearance is a local problem. 
They knew that while the Federal gov- 
ernment had a slum clearance pro- 
gram, any really successful, perma- 
nent solution most effectively fitting 
the needs of their great city could 
best be provided at home. 


Champion Home Town Contest 


One of the most impressive move- 
ments directed toward extensive com- 
munity rehabilitation has been that 
of Georgia Power Co. with its annual 
“Champion Home Town Contest.” 
The result has been an awakened 
citizenry and an organized coopera- 
tive effort. Townspeople in hundreds 
of communities have taken upon them- 
selves the job of initiating wholesale 
improvements. Towns have been re- 
modeled, recreational programs initi- 
ated, community buildings, swimming 
pools, schools, hospitals, and churches 
built, countless homes painted, many 
for the first time, and extensive areas 
have been landscaped. Behind all 
these activities Georgia Power stands 
always ready with the helping hands 
of advice and leadership. Similar pro- 
grams deserving of attention are Caro- 
lina Power & Light’s “Finer Carolina” 
competition and Arkansas Power & 
Light’s “Community Accomplish- 
ment” contest. 

The promotion of actions such as 
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these by our sales organizations can- 
not help but have a far-reaching ef- 
fect on relations with the public. In 
commending their action in these in- 
stances, it affords another opportunity 
to emphasize the impact on national 
policies which could result if such 
worthy efforts as theirs were multi- 
plied throughout the many cities in 
which our companies serve. 

Our industry has been the number 
one target for many years by those 
who have sought to bring about a 
socialized state. Though serious in- 
roads have been made, the public 
power issue has been successfully met 
by many companies through skillful 
marshaling and use of their commer- 
cial forces. Outstanding examples 
are those of the five New York com- 
panies, who undertook the state-wide 
education of the public with respect 
to the development of additional power 
from the Niagara River, and the work 
of the companies in the North West. 
Sales personnel have served as the 
nucleus for these activities, and the 
educational work they have done is a 
monument to their effectiveness in 
problems of this kind. 

Now, where does all this lead us? 
Four points stand out: 

1. The most effective promotional 
work for the individual company 
takes place at the field or community 
level. 

2. The activities of the sales or- 
ganization afford a powerful means 
of reaching public relations ob- 
jectives efficiently. Only a slight 
enlargement of the duties of sales 
personnel is needed, and this can be 
undertaken without detracting from 
their load building efforts. 

3. Sales personnel should be kept 
fully informed of public relations 
programs, and the potential value 
of their aid in such work should not 
be overlooked. 

4. The electric industry through 
the Edison Electric Institute should 
collect and make available to mem- 
ber companies the details of tried 
ideas in the public relations field at 
the local level to a greater extent 
than heretofore. 

I venture to say that one of the 
reasons we have fared so poorly thus 
far in the cold war is that we have 
very largely been trying to influence 
the thinking of the people of other 
countries as a national group rather 
than to reach them as _ individuals. 
We have not been able to direct our 

(Continued on page 266) 











Lives.... Dollars .... Friends! 


W. W. Lynch 


President and General Manager, Texas Power and Light Company 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


HE Edison Electric Institute now 

has, and has had for many years, 

a splendid and active Committee 
on Accident Prevention. It is not my 
purpose, nor the purpose of the Board 
of Directors’ Subcommittee, which I 
represent, to encroach upon the func- 
tions of the Committee on Accident 
Prevention, but, rather, to implement 
their fine work by developing, if I 
may, a keener interest in the better- 
ment of the attitudes toward safety 
on the part of executives of electric 
companies. 

A few thousands of our fellow work- 
ers failed to get home for dinner dur- 
ing this last year. Some of them, who 
were not too nauseated, had thin soup 
served in a hospital ward. About 129 
had nothing to eat—for dinner is not 
served in the morgue. These were the 
129 who started the year with us as 
fellow members of this great industry, 
most of them in fine health and with 
proud families, who are remembered 
today with small markers in the 
graveyard. Scores of others, still with 
us, are minus an arm or leg or an eye. 
I hold as a major premise that most of 
these tragedies in our industry are 
avoidable if all of us, including those 
who work on the lines and in the sta- 
tions, will put our minds and our 
hearts into the job of preventing acci- 
dents. If there is agreement on this 
major premise, then there can be little 
doubt as to the importance of safety. 
At the risk of over-simplification, I 
want to sum up the importance of 
accident prevention in three short 
words. These words are: 

“Lives . -s 
“DOUAES sc 32” 
“Friends!” 

The most far-reaching of these is 
“Lives.” 

I shali not dwell long on the impor- 
tance to each one of us individually 
and to our companies and upon the 
frightening responsibility which is 
ours, of doing everything reasonably 
within our power to develop programs 
within our companies which will pro- 
tect and save the lives and prevent the 
unnecessary and avoidable disabling 
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and suffering of our fellow employees. 
There is perhaps not a lineman work- 
ing in the industry today who is not 
just as anxious as we are to have din- 
ner at home with his family next 
Thursday night. I submit that if the 
only consideration were the humani- 
tarian aspect of saving lives and of 
preventing hardship and _ suffering, 
the improvement of our safety records 
would justify our keenest personal 
interest and our best and most sincere 
efforts. But there are still other con- 
siderations. 

One of these is “Dollars.” 

What can an improved safety pro- 
gram mean to us in the way of dol- 
lars? There are perhaps many ways 
to appraise the economic value of 
an effective accident-prevention pro- 
gram. 

I might just add in passing that 
the most reliable estimate of the eco- 
nomic loss due to accidents involvy- 
ing electrical contact in our industry 
amounts to approximately $150,000,- 
000 annually. 

One of our casualty insurance com- 
panies in Texas has prepared some 
figures which offer a graphic presenta- 
tion of the dollar value of a sound 
safety program. This insurance com- 
pany chose at random ten of its larger 
clients (those paying annual pre- 
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miums on Workmen’s Compensation 
Insurance in excess of $10,000) which 
were known to employ the latest and 
most scientific methods of accident 
prevention. The records of these ten 
companies are shown graphically on 
the left side of Fig. 1. Ten other 
employers were chosen which had ex- 
perienced debits on their insurance 
rate structure continuously for five 
years, and were known to regard mod- 
ern safety practices as somewhat of 
a nuisance. Now here is the payoff— 
and, just at this time, we are refer- 
ring only to dollars: the manual rate 
—that is, the rate based on the aver- 
age of all employers in Texas—applied 
to the ten employers having good 
safety programs would have amounted 
to $3,771,574. However, due to their 
experience rating, which is just an- 
other way of saying due to their good 
safety records, they received credits 
amounting to 28.5 per cent, or $1,076,- 
724, or actually had to pay out in 
premiums only a total of $2,694,850. 
On the other hand, the ten employers 
with poor safety records would have 
paid, on the manual rate, annual pre- 
miums of $786,563. The debits due to 
their poor experience rating amounted 
to 26 per cent, or $209,693, making 
their total annual premiums $996,256. 
It is significant that the difference in 
the premium rate paid by these two 
groups of employers, chosen on the 
basis of their safety records over a 
period of five years, amounted to ap- 
proximately 55.2 per cent. In these 
days of rising costs, where else can we 
find a major expense item that can be 
trimmed by such a large percentage? 

Fig. 2 represents the same type of 
comparison made between’ smaller 
employers—those paying annual pre- 
miums between $2,000 and $8,000 per 
year. The value in dollars of good 
safety practice is again revealed in 
this comparison, the difference in pre- 
mium rates being approximately 61.6 
per cent. 

This same insurance company which 
prepared these charts, during the first 
six months of 1952, incurred losses 
amounting to $1,250,000 in excess of 
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losses allowed in the premiums. This 
company immediately quit soliciting 
business and had its salesmen join its 
safety department. All joined in call- 
ing on policy-holders and urged im- 
proved accident prevention measures. 
As a result, the loss ratio was reduced 
by 17.3 per cent by the third quarter 
of 1952. Dollars are importantly in- 
volved in a company’s safety record. 

And now, may we think in terms of 
“Friends.” What is an improved safety 
program worth in good will? 

Since the dawn of creation, when 
our prehistoric forebears cowered dur- 
ing lightning storms, men have feared 
the destructive forces of unharnessed 
and undisciplined electricity. Our 
great industry, through science, tech- 
nology, and management, has _har- 
nessed and disciplined this force and 
made of it a great benefactor of man- 
kind. Yet, we must know that with all 
our science and technology, this same 
power—which can light our homes, 
turn the wheels of our factories, and 
even save our lives—will, if not prop- 
erly disciplined and respected, snuff 
out our lives and destroy our prop- 
erty. While there are many electrical 
accidents involving the public over 
which we have little or no direct con- 
trol, I think we can properly assume 
that the public generally is inclined to 
attribute to our negligence any de- 
struction of life or property brought 
about by this force which is always 
and almost exclusively identified with 
our industry. This probably imposes 
upon us the responsibility of educat- 
ing the public, whenever and wher- 
ever we find opportunity, to the de- 
structive power of electric energy 
when its hazards are not properly 
respected. 

Many electric companies have long 
experienced praiseworthy safety rec- 
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ords. Yet, when taken as a whole, the 
safety record of our industry offers 
little about which to boast. Our record 
now stands far below the average of 
all industry, both in the frequency of 
accidents and their severity. It is sig- 
nificant, especially with regard to the 
attitude of the public, that almost 
three-fourths of all of our accidents 
are due to electrical shock or burn. 
Favorable public opinion and customer 
good will—the number of friends we 
have, if you please—are much at stake 
in this matter of safety. If the record 
of a particular company is not as good 
as the average of all industry, then its 
executives have important opportuni- 
ties which need and justify their per- 
sonal attention. 

I am persuaded that no industry in 
our nation has through the years de- 
veloped better engineers and techni- 
cians in the field of safety. Constant 
work is being done in the development 
and improvement of protective de- 
vices. All of the necessary mechanics 
for sound and effective safety pro- 
grams have been devised. Operating 
practices have been geared to safety, 
to the point where there is a safe and 
efficient way to perform every task 
and every operation that is required 
in the conduct of our business. 

Incorporated in the science of safety 
have been improved methods for the 
selection of people for every type of 
work, the result of which is to reduce 
to an absolute minimum the employ- 
ment of those types of persons who 
are likely to become involved in acci- 
dents. A more realistic approach has 
been made to the problem of properly 
indoctrinating and training new em- 
ployees in company policies and work 
methods. 

Many of our safety programs now 
incorporate thorough and comprehen- 
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sive methods of investigating the 
causes of accidents of every nature. 
Working conditions have been de- 
signed that are most conducive to 
accident prevention. In fact, there are 
available to all members of our in- 
dustry the accumulated experience 
over a period of several decades of 
those companies which have led the 
way in the field of accident prevention. 
This experience, and the programs 
which have been built upon such ex- 
perience, are willingly shared with 
any company interested in improving 
its safety record. It has been my ob- 
servation that those whose work in 
this field has met with some measure 
of success possess something akin to 
an evangelical zeal to encourage and 
to assist others. 

And yet there is one essential in- 
gredient too often missing in our 
companies and among our workers, 
without which no accident prevention 
program will be effective. To provide 
this ingredient requires the interest 
and the wholehearted cooperation of 
company executives. I have reference 
to attitude. And the one attitude that 
is indispensable is “ta tremendous re- 
spect for hazard.” This must be cre- 
ated and stimulated and sustained 
continuously among all of our work- 
ers. Some have referred to it as 
“safety consciousness.” 

Let me explain it this way. A man 
knows how to drive an automobile. He 
probably has been driving for many 
years. In fact, he would even confess, 
under pressure, that he is an expert at 
driving an automobile. He is not con- 
templating taking any lessons. He 
knows, too, that the average car trav- 
eling at 60 miles per hour cannot be 
brought to a stop under ordinary road 
and brake conditions in less than 336 
feet. Should he become involved in a 
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head-on collision while trying to pass 
another car on a steep hill—to what 
cause would he attribute the accident? 
Could a reasonable person say that he 
was careless? Or would it be said that 
he was taking a reckless chance? All 
of this could mean that he had failed 
to acquire the proper attitude of re- 
spect for the hazards involved in driv- 
ing automobiles on highways today. 
Let me bring an illustration a little 
closer home. John Doe was employed 
by Company “A” four years ago. He 
possessed every qualification required 
for his job classification. He had been 
intensively trained. He had been pro- 
vided with and schooled in the com- 
pany’s safety manual. He had been 
provided the very best equipment and 
protective devices. The rubber gloves 
he carried had been scientifically and 
accurately tested for 5000 volts. He 
was perfectly equipped in every par- 


ticular to perform an efficient and 
safe job. Yes, in every particular ex- 
cept one. All along the line he had 
failed to acquire the tremendous re- 
spect for hazard so essential to safety 
in our business. Perhaps he had ob- 
served safety rules being flagrantly 
violated by. other employees with 
longer service records. Maybe his fore- 
man had ridiculed some of the safety 
rules. Perhaps the weekly safety meet- 
ings had degenerated into boresome 
sessions or had just been dispensed 
with at times. At any rate, in the 
absence of this essential respect for 
hazard, he became numbered among 
the 129 who are remembered by grave 
markers. He failed to use his scien- 
tifically-manufactured and -tested rub- 
ber gloves while working on a 230-v 
secondary. Perhaps the executives of 
his company, busy as they were with 
matters of engineering and public 
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relations and finance, through their 
indifference, or because of their in- 
volvement in matters that appeared 
more important, had neutralized a 
safety program which in its tech- 
niques and mechanics was very near 
perfect. And, unfortunately, a good 
safety director had been going to bat 
with two strikes already against him. 

We have been thinking in terms of 
“Lives,” “Dollars,” and “Friends!” 
and how alert company executives can 
capitalize on each of them through 
their vigorous support of a _ well- 
planned safety program. 

I conclude by urging your careful 
consideration of these specific recom- 
mendations: 

Number one—Assure Yourself: 

That the accident prevention pro- 
gram of your company incorporates 
those essential elements which have 
been proved effective by several dec- 
ades of experience in our industry; 
that you have selected and employed 
the best human talent the market 
affords; that you have provided good 
working conditions, good job methods 
and specifications, safe construction 
standards, well equipped trucks, good 
housekeeping, and the best available 
protective equipment; that you have 
systematically inspected physical prop- 
erty and checked on employees’ work 
habits and knowledge of safety in- 
structions; that you have carefully 
investigated and brought to light all 
causes contributing to accidents; and 
that you have, in a constructive way, 
disciplined employees who failed to 
live up to accident prevention regu- 
lations. 

Number two—Assure Yourself: 

That the responsibilities of your 
accident prevention program have 
been delegated to, and actually do re- 
ceive the undivided attention of, an 
able Director of Safety who comes 
from the higher levels of your admin- 
istrative group, and that your Direc- 
tor of Safety is adequately trained 
both in theory and in field practices. 

Number three—Assure Yourself: 

That every responsible executive, 
department head, supervisor, and fore- 
man is familiar with and shares your 
personal and intense interest in every 
worker being able every evening to 
have dinner at home with his family; 
that you expect a good safety program 
to receive the preferred attention that 
it deserves; and that you believe it 
will pay big dividends in “Lives,” in 
“Dollars,” and in ‘‘Friends!” 
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Helping to Build a Finer Carolina 


Louis V. Sutton 


President and General Manager, Carolina Power and Light Company 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


UR section of the United States 

agrees with the writer of the 

song that “Nothing Could Be 
Finer Than To Be in Carolina.” 

Since North Carolina occupies a 
position of leadership among the 
Southeastern states and inasmuch as 
South Carolina is among the first 
states of the nation in terms of indus- 
trial gains in recent years, there is 
ample evidence to support the claim 
that either or both the Carolinas is a 
splendid place in which to live and 
work. 

Since World War II, that area 
which the late President Roosevelt 
referred to as the Nation’s Economic 
Problem Number One has_ become 
known as the Nation’s Economic Op- 
portunity Number One. Various econ- 
omists have referred to the South and 
its possibilities for industrial develop- 
ment in glowing terms. Whether or 
not attention was focused upon the 
South by the movement of population 
during World War II or whether it is 
being favored by industries hoping to 
avoid the hazards of congestion is not 
a question of particular moment. The 
fact that the South is proving that it 
can support large-scale industrial de- 
velopment is of importance. Where 
industry locates will, of course, be 
determined by a number of factors; 
but it is reasonable to assume that 
the state which devotes itself more 
aggressively to preparing for indus- 
try’s coming will share more gener- 
ously in its arrival. 

To assume that a state’s own devel- 
opment program sponsored by its divi- 
sion of commerce and industry will be 
sufficient to attract a satisfactory por- 
tion of the new wealth would be fatal. 
The job is too big to be accomplished 
by any one agency or any one in- 
dustry. 

In every local office on our system 
hangs a map of the two Carolinas, 
across which is inscribed, “Our future 
is the future of the area we serve.” In 
recognition of our responsibility to- 
ward the development of the area we 
serve, Carolina Power & Light Co. 


Atlantic City, N. J., June 3, 1953 
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announced in March, 1952, a program 
designed to stimulate community pride 
and improve the economy of the vari- 
ous towns and communities we serve. 

This program was titled “Helping 
to Build a Finer Carolina’ because 
that designation applied equally well 
to both Carolinas. It had the further 
implication that area development is 
not a task for any particular company. 
“Helping to Build a Finer Carolina” 
suggested that we were partners in 
the progress of the area we serve. 


Announcement of the Program 

Announcement of the program was 
made through dinner meetings held 
simultaneously in 69 towns. The selec- 
tion and training of 69 individuals so 
that they could launch the program 
with enthusiasm was in itself a rather 
sizeable task. 

The number of towns in which the 
announcement was made was deter- 
mined by the number of towns in 
which newspapers were published—no 
newspaper publisher likes to go to a 
neighboring town for his story. Every 
eligible town that had a paper had an 
announcement dinner. 

The dinner meetings were held on 
a Tuesday evening at 7:00 P.M. It was 
no accident that Tuesday was selected. 
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Weekly newspapers generally go to 
press on Wednesday morning; con- 
sequently, they could have their papers 
on the street with the Finer Carolina 
story at the same time afternoon 
dailies were off the press. Any other 
night but Tuesday would have per- 
mitted the daily papers to “scoop” the 
weekly papers by approximately a 
whole week, and weeklies on our sys- 
tem out-number dailies seven to one. 

To each dinner meeting were in- 
vited the mayor, members of the Town 
Council, presidents of civic clubs, offi- 
cials of the Chamber of Commerce 
and other trade associations, presi- 
dents of women’s organizations, news- 
paper and radio representatives, col- 
umnists, and other business, civic, and 
industrial leaders. The number at- 
tending the meetings varied from 30 
to 150. In communities where meet- 
ings were not held, representative 
citizens were invited to attend a 
neighboring meeting. 

Prior to launching the campaign it 
was necessary to compile mailing lists, 
address and mail invitations, prepare 
various pieces of literature, flip-charts 
for use in making the presentation, 
and, as mentioned before, it was nec- 
essary to train the 69 people who 
would make the Finer Carolina an- 
nouncement. 

One booklet was prepared which 
devoted itself to a description of the 
various assets of the two Carolinas 
and the progress they have already 
enjoyed. It called attention also to 
areas which offered the best oppor- 
tunities for further development and 
showed how the economic advantage 
of the Carolinas could be served by 
such development. 

We pointed with pride to the accom- 
plishments that have distinguished the 
Carolinas, and in the same breath we 
admitted our shortcomings. 

We proudly expressed the fact that 
the two Carolinas produce two-thirds 
of the world’s bright leaf tobacco 
yielding over $600,000,000 annually, 
but we viewed with alarm our depen- 
dence upon any single major crop and 
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the consequent imbalance in agricul- 
ture. 

We said the Carolinas can boast the 

greatest concentration of textile mills 
in the world; yet we admitted our 
discomfort at a sensitive industrial 
economy predominated by textiles. 
' The Carolinas are proud of their 
scenic wonders—ranging from the 
grandeurs of the Smoky Mountains to 
great sweeps of Atlantic shoreline. 
Yet we must house and feed the tour- 
ist better once we attract him. 

Tar Heels tripled their per capita 
income since 1929, and South Caro- 
linians quadrupled theirs; yet we reg- 
istered little gain in our already low 
rank among the 48 states in this 
particular. The fact that the value of 
produce grown and consumed on the 
farm is not figured in per capita in- 
come partially accounts for the low 
rank of the Carolinas because we have 
more small farms than most states. 

We are blessed with a climate that 
encourages dairying, beef cattle, and 
poultry; yet we must import milk, 
beef, and eggs every year to meet our 
home needs. We raise a lot of hogs and 
brag about our home-cured hams; yet 
we also must import pork every year. 
No section of the country can count 
more agricultural blessings; yet we 
do not raise enough to feed ourselves. 


Pride, Progressiveness Appeals 

It was easy to publish literature 
“pointing with pride.” We illustrated 
that in addition to leadership in to- 
bacco, textiles, and wood furniture, 
North Carolina leads the Southeast in 
the total value of manufactures, farm 
cash income, livestock, construction, 
and business volume. 


It was gratifying to be able to 
credit South Carolina with the largest 
number of textile spindles of any 
state in the nation. South Carolina 
also led the nation in percentage gain 
in new industry, percentage increase 
in per capita income between 1929 
and 1951, percentage gain in motor 
vehicle registrations, and established 
the lowest percentage of business fail- 
ures in the United States. 

Yet the other side of the picture 
left much to be desired by way of 
balancing industry and agriculture 
and giving both a healthy diversity. 
There was great room for improving 
the social and civic elements that at- 
tract industry. Great improvements 
were essential if we were to continue 
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to hold tourists already attracted by 
our natural assets. By appealing at 
once to both pride and progressive- 
ness, we thus threw down a challenge 
for community betterment. 

In another piece of literature, which 
might be referred to as a guide to 
action, we attempted to outline step 
by step the procedure necessary for 
each community to assume its share 
of responsibility in building a Finer 
Carolina through an enlightened ap- 
proach to the problem. We provided 
each community with a survey form 
on which was asked 276 questions. By 
filling out the form, attention would 
be directed to those things which the 
community had, but needed to expand, 
or which it lacked and urgently 
needed. We asked each community to 
choose from its variety of needs five 
objectives on which it might concen- 
trate during the year. The booklet 
suggested the type of organization 
which might be needed to accomplish 
the five objectives agreed upon. 

The story told in each of the book- 
lets was unfolded in detail by the per- 
son making the presentation at each 
of the 69 meetings. In addition, an 
outline was given of the extent to 
which the company planned to sup- 
port the program through the various 
advertising media. Incidentally, the 
company produces its own radio show 
which performs before a live audience 
in a different town each week and 
which is broadcast over a Finer Caro- 
lina network of 23 stations. Each show 
opens and closes with the theme song, 
“Nothing Could Be Finer Than To Be 
In Carolina.” 

To stimulate continuing interest at 
the local level, we offered 23 cash 
prizes totalling $8,750. To make the 
competition equitable, towns were 
divided into three population groups 
with equal prizes for each. 

Before launching the promotion we 
had agreed among ourselves that we 
would be happy if as many as one 
hundred towns entered the competi- 
tion. When the deadline set for enter- 
ing arrived, 148 towns and commu- 
nities were enrolled and had begun 
work on a total of 887 projects. 


Public Relations Aspects 
Although the promotion was 
launched primarily to encourage im- 
provement of communities located 
within our service area, we were noi 
unmindful of its public relations 
aspects. On the day following the an- 
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nouncement, the program was fea- 
tured on the front page of every news- 
paper on our system. Radio stations 
gave liberally of their time in explain- 
ing the promotion during newscasts. 
Many newspapers adopted the slogan, 
“Helping to Build a Finer Carolina,” 
and have carried it in type or in the 
form of an emblem on their mast- 
heads ever since. Other advertisers 
were encouraged to take part in the 
promotion by making room in their 
own ads for the slogan. Not a single 
derogatory news story or editorial 
was found during the year in any 
newspaper making reference to the 
Finer Carolina program. 


Surprising Results 

The results accomplished were sur- 
prising. Of the 887 projects selected, 
130 towns listed among their projects 
improvement of sidewalks and streets; 
98 towns decided to expand municipal 
facilities; 106 towns devoted them- 
selves among other things to improv- 
ing educational institutions; 139 
towns listed recreational facilities as 
a project; 62 towns decided to do 
something about their religious insti- 
tutions; 52 selected housing projects; 
and 23 listed the establishment of a 
new industry. Other towns in varying 
numbers selected other projects, many 
of which could be accomplished by 
cooperative efforts of interested citi- 
zens and many of which required rais- 
ing sizeable amounts of cash or ap- 
proval of a bond issue. 

One town raised $100,000 in cash 
subscriptions, built an amphitheater 
and staged its first performance of an 
outdoor drama sixty days after the 
fund drive began. Another blasted a 
man-made channel more than 3,500 
feet to the sea in order to restore shell 
fishing in the sound behind one of the 
beaches. 

Swimming pools, city parks, base- 
ball fields, and community buildings 
appeared all over our service area 
in the course of a single summer. 
Towns undertook beautification proj- 
ects, cleaned up vacant lots and aban- 
doned properties, set new _ shrubs, 
painted homes and storefronts, and 
otherwise made their communities 
more appealing. 

True enough, few of the projects 
undertaken during the year resulted 
in direct benefit to the company. We 
realized from the beginning that 
building a Finer Carolina was a long- 
range undertaking from our point of 
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view. We let it be understood at each 
of the announcement meetings, how- 
ever, that we did not consider the 
program a philanthropy—we expected 
in time to retrieve its cost and to 
profit by the investment. 

Some of the towns which set out to 
establish new industries succeeded in 
their objectives. The town which took 
top honors in North Carolina gained a 
new industry which will begin opera- 
tions with 2,500 employees. Construc- 
tion of the plant was well under way 
before the year ended. Where indus- 
tries were established the company, 
of course, will benefit immediately, 
not only from the new industrial load 
but from new homes which will be 
established and through distribution 
of new payrolls. 


Judging 

Needless to say, not all 148 towns 
completed their projects; but all of 
them made progress. When the pro- 
motion came to an end, more than 100 
towns submitted entries in the com- 
petition for prizes. Many of those 
entries were works of art—some were 
a simple accounting of progress. None 
of the judges lived in the company’s 
service area. They agreed upon a uni- 
form system of grading and went 
through the entries individually be- 
fore finally getting together to resolve 
differences of opinion. Strange as it 
may seem, there were only two in- 
stances wherein the judges had not 
agreed until they studied the entries 
involved again. 

After the judges had returned to 
their homes, Dr. S. H. Hobbs, Jr., 
Professor of Rural Social Economics, 
University of North Carolina, volun- 
teered in writing the following state- 
ment: “I rate your contest as one of 
the most productive activities going 
on in the two states. When I stop to 
think of the gains resulting from 
some 150 communities pitching in to 
make their communities finer places in 
which to live, I am amazed that so 
many people have become a part of 
this program and that so much has 
been accomplished in such a _ short 
period of time. The idea is a most 
excellent one, and I hope your com- 
pany will find it feasible to continue it. 

“Any fear that communities not 
winning a prize might be disheart- 
ened has been allayed. Actually, com- 
munity achievement should be suffi- 
cient award; and I imagine that most 
communities are pleased with their 
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accomplishments even though they did 
not receive a cash prize. 

“I enjoyed meeting and working 
with the other judges, and I am happy 
that all of us were in such complete 
agreement.” Letters from the other 
two judges expressed similar amaze- 
ment at what the program had accom- 
plished during its initial year. 

Aside from tangible gains which 
resulted last year from our Finer 
Carolina promotion, I wish to call 
attention to its value in developing 
good public relations. Approximately 
10,000 inches of publicity of local 
origin appeared in newspapers on our 
system. An additional 6,000 inches 
resulted from releases distributed by 
our publicity department. More than 
3,000 inches of editorial comment re- 
sulted. How many hours of time were 
devoted to the promotion by the 23 
radio stations located in our service 
area is not known, but it can be said 
that every station gave the promotion 
liberal support. 

It will be recalled that Electrical 
World devoted a front cover and cen- 
terspread to a picture-story relating 
accomplishments of the Finer Caro- 
lina program. 

In addition to the people reached by 
this publicity, 148 local Finer Caro- 
lina organizations comprised a total 
of 5,820 individuals with whom we 
maintained intimate contact. Consid- 
ering also members of civic clubs and 
other organizations which shared re- 
sponsibility for individual projects, 
the number of people engaged in com- 
munity activities under the program 
grew to about 20,000. 

The total cost of the promotion 
amounted to approximately $100,000. 
However, more than half this amount 
would have been spent through nor- 
mal promotions. 


Intangible Benefits 

In my opinion, the company reaped 
other profitable, if intangible, benefits 
from our Finer Carolina campaign. I 
consider it a great morale builder in 
terms of tying various departments of 
the company more closely together as 
a team. For example, the speakers who 
originally launched the program were 
recruited from almost every depart- 
ment of the company—district opera- 
tions, sales, accounting, engineering, 
and advertising. They took personal 
pride in being part of that company 
team and manifested that interest 
long after their role in the launching 
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was past. Every department has con- 
tinued to work closely with the pro- 
gram. 

Naturally we welcomed such proj- 
ects as whiteways, or lighting of ball 
parks and recreational areas. Our 
engineers tackled these projects with 
vigor. Our industrial promotion de- 
partment worked hand-in-glove with 
any town making a_ conscientious 
effort to attract new industry. Our 
agricultural agents this year are avail- 
able to hundreds of farmers partici- 
pating in the soil and water conserva- 
tion phase, which has our development 
department’s heartiest endorsement. 

The program’s success is a matter 
of natural pride to company personnel 
and tends to encourage those who 
hitherto have had little active part in 
the program to want to help in “Help- 
ing to Build a Finer Carolina.” 


No Reservations 

I have no reservations about the 
logic of a community development pro- 
gram in the activities of a power 
company. On the contrary, I think 
that such community development is 
becoming a growing’ responsibility 
which free enterprise must face more 
squarely and more effectively as time 
passes if we are to avoid the inroads 
of bureaucrats who would convince 
the people that only a “‘welfare state” 
can offer any concerted action toward 
community betterment. 

The growing refinements in the 
highly organized nature of our society 
—both economic and social—dictate a 
community consciousness that was far 
less urgent a generation ago. The 
Finer Carolina program is one effort 
of our company to meet that responsi- 
bility. Of course, it is by no means 
original. Likewise, in my opinion, it is 
only the beginning for our own com- 
pany and for countless others every- 
where. It provides a means for helping 
our service area to help itself—to stay 
out of the clutches of “radicals” who 
are eager to help, but only on their 
own terms. 

It is entirely possible now that 
other companies will join the effort 
and carry forward still further. I can 
recommend such a program both for 
its tangible benefits to the service 
area and especially for its intangible 
returns in the form of good will and 
improved public relations. I will go 
even further and predict that as other 
power companies adopt similar pre- 
grams, the idea will be extended in- 
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to other fields of private enterprise. 

So far as our own company is con- 
cerned, we decided even before the 
conclusion of the first year’s program 
that it would be continued and ex- 
panded in 1953. 

During 1952 the Finer Carolina 
program did not provide an area of 
competition for rural or farm cus- 
tomers. Their exclusion was not an 
oversight because we can hardly over- 
look a group which comprises ap- 
proximately one-third of our total 
customers. We simply did not find in 
planning the promotion last year a 
way to include farm customers on an 
equitable basis. This year farmers are 
included, and will compete on a basis 
of soil and water conservation. Every 
farmer in the 60 counties served by 
the company is eligible to participate. 
Of $9,550 in cash prizes to be distrib- 
uted at the end of 1953, $2,800 is 
allocated to farmers. Their acceptance 
of the program was greeted with the 
same degree of enthusiasm that char- 
acterized community acceptance. 


Editorial Praise 


Very naturally, we made some mis- 
takes during the first year of the pro- 
motion. We tried to eliminate the 
possibility of making those same mis- 
takes again when the program was 
announced this year. Maybe we will 
make some new mistakes, but of one 
thing I am sure—the good which will 
be accomplished under the program 
will offset, by far, minor inequities 
which may result from errors of judg- 
ment. I am willing to accept the edi- 
torial appraisal of one of the leading 
newspapers published in North Caro- 
lina, the Asheville Citizen. It appeared 
on November 29, 1952, when an- 
nouncement was made that the Finer 
Carolina program would be continued 
in 1953. I quote: 


The Citizen is delighted that 
Carolina Power & Light Company 
has enough faith in its 1952 pro- 
gram to sponsor an identical one in 
1953. This faith is fully justified by 
the enthusiasm with which literally 
thousands of persons in the compet- 
ing cities and towns have set about 
to improve them. We know, in fact, 
of no single greater contribution to 
the well-being of North Carolina by 
a private business enterprise in 
modern times than the Finer Caro- 
lina program. 
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Salesmanship Can Improve 
Public Relations 


(Continued from page 259) 


efforts on an intimate enough, indi- 
vidual basis. Yet, in the final analy- 
sis, it must somehow come to this if 
we are to be successful in this struggle 
for men’s minds. 

It seems to me, too, that there is a 
close parallel in these human prob- 
lems we have as a nation and those 
human problems, we, as an industry, 
have in common with others. I think 
we can agree that there is ample evi- 
dence for us to conclude that it is 
essential to get as close as possible to 
those we want to hear our story. 

And in the telling, let us not over- 
look the fact that we already have 
within our organizations our sales 
personnel, widely known among cus- 
tomers and the public, trained and 
skilled in the selling of ideas. Our 
sales people are in a fortunate posi- 
tion to do this. They live in the same 
communities with our customers, work 
together on the same community proj- 
ects, and their families mingle social- 
ly. Aside from that, our customers 
have found by experience that our 
sales people are interested in their 
problems—helping to improve their 
products, increasing their operating 
efficiencies, and in many cases finding 
and developing markets for their prod- 
ucts. And in the home, too, salesmen 
have helped to improve living stand- 
ards. The opinions of our sales peo- 
ple are respected. Thus, they can be 
of great service. 


Sincere Educational Work 


I think that the public today is 
looking to American business with an 
increasing amount of respect and 
with a mounting appreciation of the 
impressive contribution which indus- 
try has made and is making toward a 
better and more secure world. But 
while there is a more friendly climate 
toward business than at any time dur- 
ing the past generation, there is much 
more sincere educational work to be 
done if business is to achieve the de- 
gree of respect by the public which 
it properly deserves and which is es- 
sential if it is to reach its full po- 
tential as a preeminent social and eco- 
nomic personality. 


On countless occasions throughout 
the year, notable subjects are dis- 


cussed in a thought-provoking way. 
Many of these touch on problems 
which are a challenge to constructive 
national action by us and by all citi- 
zens interested in the welfare of com- 
munity, state, and nation. I suggest 
that much good could result if these 
worthwhile pronouncements could be 
brought before a wider audience in 
some such manner as I have outlined. 
In this way more people may find a 
way to satisfy their desire to be a 
helpful force in these difficult times. 


Informational Interchange 


There is a passage in Xenophon’s 
writings in which Socrates says to a 
young man, “My good boy, just as an- 
other person takes pleasure in a good 
horse or dog or bird I take pleasure in 
my friends and if I have something 
good, I share it with my friends. . 
if we find something good, we pick 
it out and we consider it great gain 
if we become beneficial to each other.” 

In the electric power industry there 
are many and unusual opportunities 
for us to become beneficial to each 
other. It is almost an industry tradi- 
tion that if we have something good 
we share it. Each year literally hun- 
dreds of ideas are conceived and plans 
devised by electric companies. But I 
think there are possibilities of even 
more extensive interchange than at 
present. Let us strive at all times 
to improve this flow of constructive, 
helpful thought. 

In our foremost position among the 
nation’s great industries we have an 
obligation of citizenship. And in its 
fulfillment, the leaders in this great 
industry of ours can be a powerful di- 
rective force in charting the course 
the nation will follow tomorrow. Re- 
sponsible businessmen must continue 
to furnish society with material satis- 
factions. This we have done eminent- 
ly well through war and peace. But we 
must also, and perhaps in the end this 
is the most important thing of all, 
strive at the same time to improve 
understanding of and to strengthen 
our social and economic structure, for 
by so doing we contribute toward the 
preservation for future generations 
of our great American heritage. 
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The Iowa Plan 


N. Bernard Gussett 


President, lowa Power and Light Company 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


companies of Iowa do have a 

Plan. It is my purpose to discuss 
some of its details, the needs which 
brought it into being, and the hopes 
which we place in it for the future. 

To some, it is known as the Iowa 
Plan, to others as the Expressways of 
Power Plan, but its title is of little 
importance. What is of importance is 
that as a plan it is alive and useful, 
that it already has served as the 
framework upon which important 
progress has been made, and that it 
stands available for the future. 

No business can for long succeed 
these days without planning, not only 
for the present, but also for the 
future. This is particularly true of 
the investor-owned electric business, 
where plans for personnel, power sup- 
ply, financing, safety, new business, 
purchasing, load building, fuel, divi- 
dends, and a thousand other parts of 
the whole must always be adequately 
ahead of the need and the perform- 
ance. It will not therefore be surpris- 
ing that what may well be considered 
the first major step in the Iowa Plan 
came as the natural result of business 
planning and of business needs. 

Iowa is, in all respects, dedicated to 
neatness and order. Neatly placed, 
near the geographical center of our 
nation, its boundaries form a neat 
rectangle except for a slight protuber- 
ance to the east occasioned by the 
necessity of effecting a closure with 
the rough western boundary of IIli- 
nois. It is divided into 99 neat little 
counties, rectangular in the main, and 
these in turn are divided into mile- 
square sections occupied by cities, 
towns, villages, and those agricultural 
factories known as Iowa farms. 

In connection with its geographical 
location and its particular importance 
to the matters discussed herein, it is 
interesting to note that just across the 
Missouri River from Iowa is located 
Nebraska, a state in which all of the 
electric companies are government- 
owned (Fig. 1). 


’ oh the investor-owned electric 
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In 1947, lowa was served, in the 
main, as it is now, by eight principal 
investor-owned electric companies. I 
am sure that each had its plans. In 
fact, those plans had been so well laid 
and carried out, together with those 
of REA-financed cooperatives and 
municipally owned electric systems, 
that Iowa has been overlaid with a 
network of transmission and distri- 
bution facilities so close-woven that it 
is far easier to describe it in general 
terms than to attempt to show it upon 
a map of any reasonable scale. 

Generating stations were numer- 
ous and, in relation to the load and 
advancement of the art, well located. 
Transmission and distribution facili- 
ties were adequate. The needs of the 
electric customers were fully taken 
care of. No power shortage existed 
and none threatened. 

Industrially speaking, Iowa is no 
Michigan, no Ohio, no Pennsylvania. 
It may hope eventually to be, but it is 
not now and was not in 1947. There- 
fore, the exercise of good business 
judgment had indicated that the most 
economical development of the various 
systems lay in the several companies 
making all arrangements within their 
own service areas for the supply of 
those areas. Distances were great, 
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loads, relatively speaking, were small; 
the time had not yet arrived for ex- 
tensive interconnections, gridding, or 
pooling. 

The managers of the investor-owned 
electric companies, in common with 
the managers of other types of Ameri- 
can business, must ever keep foremost 
in their minds the admission that 
taxes, amortization, operating  ex- 
penses, interest on debt, and regular 
dividends are very real and must be 
provided for day by day and year by 
year on property extensions. This ap- 
preciation has caused these managers 
to exercise their best business judg- 
ment toward the end result of ade- 
quate, dependable, and forward-look- 
ing service, but likewise has restrained 
them from hazardous excursions into 
the wide blue yonder. The success of 
such a philosophy is shown in the 
maintenance, simultaneously, of the 
high level of electric service in the 
United States and in the high quality 
of electric company securities. 

On the other hand, the lack of these 
business checks and balances has re- 
sulted from time to time in flights of 
unadulterated fancy by certain offi- 
cials and employees of the govern- 
ment. Iowa has seen some of these 
flights at close range, but more of 
that later. 

Such, then, was the situation as of 
the end of 1947. However, despite the 
absence of heavy industrialization in 
Iowa, loads were increasing and our 
thinking and planning, and, in several 
instances, the action began to be along 
the lines of extensive construction 
which would be justified by lower re- 
serve percentages, emergency avail- 
ability, and economy interchange. Two 
of the largest of the eight companies 
were banded together with two in 
Missouri to form the United Power 
Pool. 

This in itself may hardly be worthy 
of note from the standpoint of the 
industry as a whole, but one of the 
incidental results of that pooling has 
turned out to be of tremendous impor- 
tance to us in the Midwest and may be 
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Figure 1 


one of the straws which eventually 
will break the back of the scheme for 
nationalization of our industry. 

An early result of that pooling was 
the construction in 1948 of a 161,000-v 
transmission line from east to west 
across the state, from Davenport to 
Des Moines, with a tap to Ft. Dodge, 
to St. Joseph and Kansas City, 465 
miles in all, of which 353 miles lay in 
Iowa (Fig. 2). 

All of the companies included in 
their expansion studies the potential 
firm, secondary, and dump of the tax- 
payer-financed, Federally-owned hydro 
developments, existing and proposed, 
on the upper Missouri River. That is, 
they took them into consideration 
insofar as public announcements, often 
vague: and contradictory, permitted. 
Actually, it seemed highly improbable 
that Iowa would receive any worth- 
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while amount of this hydro, as the 
Department of the Interior had limited 
the market area to a 150-mile radius 
from the dam sites, as shown in Fig. 
3. Moreover, approximations by quali- 
fied engineers indicated that Interior 
was correct in such limitation, inas- 
much as the Dakotas and Nebraska 
could and should be permitted to ab- 
sorb whatever firm power was pro- 
duced at the dams and the secondary 
and dump could not be economically 
transported much past the 150-mile 
radius. 

Thus the situation stood until Janu- 
ary 28, 1951, when the Bureau of 
Reclamation released information to 
the effect that the 150-mile limitation 
had, all along, been a purely tempo- 
rary boundary for the marketing of 
firm power and that, effective imme- 
diately, the radius was increased to 





Figure 2 


250 miles, as shown in Fig. 4. 

This action vastly expanded the 
Iowa portion of the proposed market- 
ing area. It is of interest that this 
expansion, in my opinion purely of an 
arbitrary nature, vastly overran the 
Missouri Valley area and infringed on 
the valley of the Mississippi. Also, and 
this may be purely accidental, it in- 
cluded the Des Moines industrial area, 
the largest load center in Iowa, and 
came within a matter of a few miles 
of Minneapolis and St. Paul. 

At the same time, the then Secre- 
tary of Interior announced “plans for 
the necessary backbone transmission 
grid to be constructed by the Bureau 
(of Reclamation) to transmit Fed- 
erally produced power throughout an 
ultimate power marketing area ex- 
tending 250 miles from Federally con- 
structed and operated hydroelectric 
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plants on the Missouri River.” A map 
accompanied the release, the indicated 
lines in Iowa, the 161-kv lines which 
we already had in service and the 161- 
kv lines which we were planning as 
elements of sound growth being shown 
in Fig. 5. The duplicative characteris- 
tics of the Bureau lines are obvious. 

To those of us who were familiar 
with local arrangements, local plans, 
budgets, and load growth prospects in 
Iowa, the indicated Bureau lines were 
not only highly duplicative but in 
many respects were practically incon- 
ceivable from the standpoints of either 
engineering or economics. However, 
we were not so naive at that time as 
to believe that either economics or 
engineering were necessarily control- 
ling influences in the spending of tax- 
payers’ money. Therefore, the electric 
company managers of Iowa met to 
discuss the matter. 

Our meeting rested upon the sound 
foundation of a state utilities associa- 
tion. The very existence of that foun- 
dation permitted us within a minimum 
space of time to review our individual 
construction plans for the foreseeable 
future and to determine if the hydro 
data at hand were sufficient for us to 
decide if our plans were adequate for 
Iowa without the construction of Bu- 
reau transmission lines in our state. 

It was unanimously decided that the 
hydro data available to us were open 
to serious question as to the amounts 
of firm, secondary, and dump power 
which might be produced by the de- 
velopments and particularly as to the 
amounts, if any, which might be avail- 
able to Iowa. As a result, engineers of 
national repute were employed and 
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asked to make a study of the elec- 
tric potentials of the Missouri River 
hydros. 

Such a study obviously would re- 
quire a considerable time to complete. 
In the meantime, funds for certain of 
these proposed Iowa lines had been 
included in the Interior budget re- 
quest. I wish to stress the expression 
“certain lines.” The general procedure 
in such processes of infringement is 
decidedly not whole hog or none, but 
one of inclusion in a Federal budget 
here and in a Federal budget there of 
a few miles here and a few miles 
there until, presto, the job is done. 

Based upon our knowledge of the 
electric facilities and loads, present 
and future, of Iowa, we felt reason- 
ably certain that there was no need 
for these Bureau lines in Iowa. We 
were absolutely convinced that the 
lines initially proposed were duplica- 
tive of lines already set up in our 
budgets for early construction. 

Representations to this effect were 
made to the Congress on March 6, 
1951. The congressional committees 
were advised that we had no power 
shortage and did not propose to have 
one, that present and planned generat- 
ing and transmission facilities would 
take care of the needs of Iowa without 
the assistance of the Bureau, that 
many of us had in effect coopera- 
tive procedures with the REAs and 
the municipals and that more were 
planned, and that if and when any 
Federal hydro power came to Iowa, we 
stood ready to deliver it to the cus- 
tomers over facilities which would not 
cost the taxpayer one cent. The result 
of this was that the Bureau was re- 
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fused all requested funds to build 
transmission lines in Iowa. 

I am hopeful that this was one of 
the decisive actions which history will 
show as the turning point in the reck- 
less planning for the construction of 
a network of Federal transmission 
lines which inevitably would have con- 
verted a goodly portion of the Mid- 
west into a playground for those dedi- 
cated to the nationalization of our 
industry. 

In the fall of 1951, the consulting 
engineers’ report on the electric power 
and energy potentials of the Missouri 
River hydroelectric developments was 
received. Its conclusions were so star- 
tling and its estimates of the amount 
of firm power so very low in compari- 
son with hydro nameplates and the 
hundreds of millions of dollars spent 
or planned to be spent on hydro facil- 
ities that it was studied, restudied, 
and factors of safety applied on top of 
factors of safety. Even then, the in- 
evitable conclusions were, first, that 
the amount of dependable year-in and 
year-out firm power from these devel- 
opments would be almost negligible in 
relation to the present and future 
power needs of the Missouri Valley; 
second, that while substantial amounts 
of dump would be available on a fuel 
offset basis during wet years, the dis- 
tance of transmission would economi- 
cally preclude its use much beyond the 
Dakotas and Nebraska; and, third and 
last, that Iowa could not count upon 
receiving a dependable kilowatt or an 
economical kilowatthour from these 
projects in the foreseeable future. 

Therefore, in January, 1952, repre- 
sentatives of investor-owned electric 
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companies met again, and the true 
Iowa Plan began to take shape. In a 
spirit of cooperation and with the full 
realization that the good of one most 
probably would result in good for all, 
we embarked upon a state-wide study 
with the objectives of firm and de- 
pendable large-capacity interconnec- 
tions and of the development of an 
Iowa grid. We were convinced that 
the required investments would be 
justified by obvious operating advan- 
tages. Also, that such an arrangement 
might, in the long run, benefit the 
taxpayer in that the Iowa lines would 
stand ready to receive and transmit 
to consumers any hydro energy which 
might conceivably be delivered to them 
after the full needs of a normal dis- 
tribution area had been met, this 
particularly in very wet years. 

From its very beginning the study 
offered promise. This promise grew 
with increasing loads until in August 
of 1952 we were able to make public 
announcement of a statewide grid 
plan which is shown in Fig. 6. 

The United Pool line formed the 
foundation of this new structure. This 
grid, when completed, would give us 
two major lines from east to west, 
three from north to south, and numer- 
ous takeoffs. 

A study was immediately initiated 
which looked to a public and employee 
information program for the investor- 
owned electric companies of Iowa and 
which would be second to none. The 
need for this was obvious. Each com- 
pany had been planning its own indi- 
vidual information program, but co- 
ordination had been lacking. 

That was in August of 1952. By 









June of 1953, we had made great 
progress toward the accomplishment 
of the goals of the overall plan. First, 
our public and employee information 
program was approved, adopted, and 
actively set in operation on April 16, 
and concrete results will soon make 
their appearance. Second, an Iowa 
Pool has received extensive study, and 
pool contracts are now under consider- 
ation. Third, studies are being made 
in regard to the feasibility of con- 
structing large thermal plants in the 
Iowa coal fields, financing being based 
either on firm resale contracts or joint 
ownership. Fourth, the present status 
of the grid is shown in Fig. 7. 

The big line from Sioux City to 
Waterloo is actually under construc- 
tion, material is on order, and right- 
of-way is being obtained for the ex- 
tension on to Dubuque. Other lines 
are being built. It is my considered 
opinion that the entire grid will be 
completed in the not too distant 
future, and that it will be enlarged. 

On November 7, 1952, the United 
Pool participant areas in Missouri and 
Iowa were synchronized with and con- 
nected to those of the so-called Big 
Pool, and thus the investor-owned 
electric companies took another big 
step toward the not-too-distant day 
when their interconnected facilities 
will stretch from Canada to Mexico 
and from ocean to ocean (Fig. 8). 

It should be of special interest to 
the taxpayers of our nation to know 
that this Iowa grid, tied in with the 
transmission layouts of the other elec- 
tric companies, public and private, 
offers promise of a worthwhile steam- 
hydro integration which could well 





Figure 8 


lead to much better utilization of the 
tax dollars already spent on Missouri 
River hydroelectric projects, the feasi- 
bility of which is questioned by many. 
Suggestion that such a study be ini- 
tiated was officially made to then Sec- 
retary Chapman on March 26, 1952, 
the specific suggestion being that he 
invite electric company representa- 
tives to meet with him for the purpose 
of studying the situation. Correspon- 
dence over a period of several months 
developed the Bureau opinion that 
grave doubts existed as to the desira- 
bility of making contracts for integra- 
tion with power systems which were 
beyond the area served by Federally 
owned transmission lines. It seems to 
me that this might have been a matter 
of political philosophy rather than of 
engineering or of business. Now that 
Secretary McKay has assumed the 
duties and responsibilities of the office 
of Secretary of the Interior, the 
March 26, 1952, suggestion is made 
again. We shall be glad to meet with 
him at any time to discuss this matter. 

It is not expecting too much to hope 
that such a meeting might be an im- 
portant step toward the development 
of a long-needed national power policy, 
a policy that will be realistic, designed 
to produce the greatest good for the 
greatest number, and which will fit 
the needs of our country as a whole by 
coordinating our resources and our 
efforts. It is not too much to hope that 
it might serve as a foundation stone 
upon which we can begin again to 
build that confidence between the gov- 
ernment and its people which is so 
necessary to our continued survival in 
a world of conflict and unrest. 
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Economics and Developments to Expect in 


Transporting Energy 


C. N. Phillips 


Director of Research, Ebasco Services Incorporated 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


discussion, I propose to explore 

some elements of one of the im- 
portant economic and _ engineering 
problems in prospect for the elec- 
tric industry—that of transporting 
energy. 

The primary function of this great 
industry is the conversion of raw 
energy into electricity, and its trans- 
portation from the point of conver- 
sion to the customers’ premises on in- 
stant call, day and night, during all 
seasons of the year. 


B‘ MEANS of charts and a brief 


Primary Responsibility 

The primary responsibility of the 
industry is to furnish at all times an 
abundant supply of electricity at the 
lowest possible cost to the consumer 
consistent with good service. Fast- 
moving inflation has made more diffi- 
cult the successful discharge of this 
responsibility. So far, good manage- 
ment, technological improvements, 
pooled operation of interconnected sys- 
tems, and business volume have en- 
abled the electric companies to be the 
one major industry that has made no 
material increases in the price of its 
product. Continuation of this suc- 
cess will require every possible fur- 
ther improvement in efficiency and 
economy. 

The figures, costs, and prices used 
in our study are on the high side and 
are comparable averages for repre- 
sentative conditions anticipated in the 
immediate future. Specific situations 
will differ from these averages be- 
cause of location, construction and 
operating advantages or difficulties, 
labor rates and performance, and the 
many other factors that control costs. 
No attempt has been made to forecast 
the trend of inflation or recession; 
however, the relation between the fig- 
ures should -remain reasonably con- 
stant, regardless of the course of 
prices. 

The study also has been confined to 
solid fuel steam-electric power. Gas 
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and oil are widely used today, but we 
believe that energy for the greatly 
augmented loads of the future must 
be carried in the main by coal-burn- 
ing generating stations. 

Our transportation of energy study 
covers distances up to 700 miles, 
blocks of power up to 3,600,000 kw, 
and transmission voltages up to 460 
kv. 

Our study is an area approach to 
the problem, applicable both to indi- 
vidual companies and to groups of 
companies seeking a dependable source 
of base-load power for the greatly 
expanded loads anticipated for the 
future. 


Growth of Energy Load 


The extent and scope of the busi- 
ness and of the responsibility of the 
electric companies to the nation can 
be envisioned by considering the tre- 
mendous growth of the energy load 
to date, and the prospective require- 
ments in 1975 per the report of The 
President’s Materials Policy Commis- 
sion, commonly called the Paley Re- 
port (Fig. 1). The generation of 
every kilowatthour of potential hydro 
power, good, bad, and _ indifferent, 
would supply only a small proportion 
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of the 1975 requirement. Steam-elec- 
tric power and energy must be the 
main reliance for the future. 

Already, big concentrations of load 
are requiring larger and larger gen- 
erating stations. Today, 14 steam- 
electric plants of over 500,000-kw 
capacity are in service and under con- 
struction, compared with only four 10 
years ago. 

The manufacturers have been and 
still are doing a fine job in meeting 
the demand for larger and more effi- 
cient generating equipment. When we 
look back over what has taken place 
in a brief span of years, the accom- 
plishment appears truly remarkable 
(Fig. 2). The end is not in sight. In 
the near future the manufacturers of 
power plant equipment expect to make 
further substantial advances in both 
size and performance of turbines, gen- 
erators, and boilers. 


Increase in Size and Efficiency 


The increase in size and efficiency 
of steam-electric generating units ha« 
been and will continue to be of great 
aid in keeping down the cost of elec- 
tricity. To illustrate some of these 
advantages we have prepared Fig. 3. 
The costs and economies shown are. 
of course, relative. They cannot be 
made specific without the assumption 
of specific conditions and design. 

Fig. 4 stems from the preceding 
diagram and illustrates the decreas- 
ing incremental costs and improved 
efficiency realized by using larger 
generating units. The stacks in the 
back row show results obtained-by in- 
stalling 100,000-kw units. The middle 
row of stacks shows the costs and 
economy of the 150,000-kw incremen- 
tal block of power secured by increas- 
ing the size of the units used from 
100,000 to 250,000 kw. The front row 
of stacks shows the costs and economy 
of the 200,000-kw incremental block 
of power obtained by increasing the 
unit size from 250,000 to 450,000 kw. 

Incremental capacity at $105 per 
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Figure 1 


kw, operation and maintenance at 
$1.83 per kw vear and economy of 
7,525 Btu per kwhr—these are indeed 
important gains. 

Turning to transmission lines, in- 
creases in voltage and capacity have 
taken place over the years (Fig. 5). 
Voltages as high as 400 kv are in ser- 
vice abroad. American manufacturers 
say they are able and willing to build 
very high-voltage equipment as need- 
ed by the industry and will hazard 
estimates as to probable costs. 

In making our transmission study, 
double-circuit steel-tower lines were 
generally used as single channels. Both 
circuits of any line section could be 
out of service without cutting down 
transmission capacity. Intermediate 
switching stations, series capacitors, 
multiple conductors per phase for ex- 
tra high voltages, and similar devices 
already in use here and abroad were 
employed when found to be economi- 
cal. Step-up and 


step-down trans- 


former stations were included but no 
“along-the-line” load taps. There ap- 
pears to be no sound for 
departing from three-phase and 60 
cycles. 


reason 


Fig. 6 illustrates one of the main 
advantages of transmitting power in 
large blocks—that of lower construc- 
tion cost per kilowatt. In each case 
shown on the chart the voltage, wire 
sizes, and other physical and oper- 
ating characteristics used are the most 
economical for each block of power for 
each distance shown. 

With these economic advantages of 
the large-unit generating 
station and heavy transmission lines 
of the future in mind, the primary 
study was based upon (Fig. 7): 

1. A coal-burning steam-electric 
station of four units each of 450,000 
kw net capability with an economy 
of 8,400 Btu per kwhr, and 80 per 
cent load factor which is equivalent 
to 7,000 hours per year. The total 


base-load 





Figure 2 


of 1,800,000 kw is about the largest 
concentration of capacity in one 
spot that would not involve extraor- 
dinary and expensive coal-handling 
and storage facilities and operation. 
The development of other and more 
economical means of coal-handling 
might increase what now seems to 
be the size limitation. 
2. Transmission facilities that 
would be the most economical for 
that block of power for each trans- 
mission distance up to 700 miles. 
Freight rates on bituminous coal 
were next considered. They have in- 
creased sharply since World War II. 
Whether or not freight rates on coal 
will continue upwards is an important 
factor in a study such as this. Our 
figures, of necessity, are based on the 
continuation of the carload rates as 
they exist today. 

In reality, rates should be down for 
trainload coal deliveries to modern 
large steam-electric stations. With one 
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INCREASE IN VOLTAGE OF TRANSMISSION LINES 
| IN THE UNITED STATES 





( THOUSANDS OF VOLTS | 


Figure 5 


lone exception, freight rates on coal 
are by carload lots that presumably do 
not reflect the savings realized by the 
railroad through trainload operations. 
The electric companies, through their 
large new generating stations, create 
the opportunity for such savings and 
they should participate in them. 

At the present time, over 80 per 
cent of the coal mined in this country 
leaves the mine in railroad cars. 
Freight rates on coal vary widely with 
locality, the degree of competition 
from other transportation methods, 
and the availability and cost of other 
fuels at the destination points. Fig. 8 
shows what was found when 193 ex- 
amples were plotted to show cents per 
ton-mile and short-line rail distances. 
An envelope has been drawn around 
them which, among other things, 
shows the wide variations between 
rates for the same length of haul. 

When the freight rates, as shown in 
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manner, we find that the envelope can 
be represented by a two-part formula. 
The first part is a constant including 
the cost to the railroads of supplying 
the cars, their “dead” time, and the 
cost of getting the loaded cars rolling 
on the main line towards their desti- 
nation. The second component is a 
mileage charge. Fig. 9 illustrates what 
this freight rate envelope looks like 
when translated by these two-part for- 
mulae into mills per kilowatthour 
based on a power plant economy of 
8,400 Btu per kwhr and 12,000 Btu 
coal. 

Thus, the freight costs used in the 
study are general figures representing 
the range of rates on coal transporta- 
tion over the nation as a whole. Spe- 
cific rates vary widely between geo- 
graphic areas, and within regions. 

Fig. 10 is the same as Fig. 9, with 
data added to show the cost of piping 
natural gas, and the cost of barging 





Figure 6 


perting raw energy are less costly 
than rail-haul. The relation between 
them, however, is relative, not abso- 
lute, because the hauling distance be- 
tween two points is not the same by 
the three methods. 

Trucking is sometimes economical 
with short hauls, despite the highway 
complications. Currently, the use of 
pipelines for transporting coal is 
under study. Fine coal is to be mixed 
with water, pumped through a pipe- 
line and dried at destination. Much is 
claimed for long-distance belt convey- 
ors, as they have already proved their 
worth on short hauls. 

Reports indicate that both of these 
latter methods may be a means of 
reducing transportation costs below 
present railroad rates, but so far there 
are no definite figures available on 
them. In general, the results of this 
study are decisive when based on rail- 
road rates, and any attempt to develop 
representative costs for these alter- 
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nate methods would seem at present 
to be unnecessary. 

Electric transmission costs for 
transporting 1,800,000 kw have been 
translated into mills per kilowatthour 
for distances up to 700 miles. Fig. 11 
is on the same scale as the one for 
railroad rates. The vertical section 
starting at zero represents the costs 
of the step-up and step-down stations. 
The results for less than 100 miles 
are illustrative only. Exact computa- 
tions for these distances would require 
the consideration of short-distance re- 
finements which were not included in 
our long-distance transmission study. 
The chart shows the cost of transmis- 
sion using various percentages for 
fixed charges, including all taxes, so 
that a choice can be made of the one 
which most nearly fits the particular 
conditions. 

With the preliminaries out of the 
way, the real problem is presented. 
Where should this power plant of the 





future be located? (Fig. 12.) 
mines ? 
and the 
center? 
Now, of the electric com- 
panies do not have a free choice of 
location. The availability of cooling 
water or of a practical site may gov- 
ern. Loads located between the mines 
and the main load center, interconnec- 
tions with other companies, and exist- 
ing transmission lines and power 
plants may influence location. But in 
order to develop the fundamentals of 
the problem under consideration, we 
must assume that there is a free choice 
among locations, which differ only as 
to distance from the main load center. 
The first case to consider is the loca- 
tion of the generating station close to 
the mine or mines, but at a site re- 
quiring the transportation of the coal 
to the generating station in railroad 
cars at standard railroad rates. In 
Fig. 13 we have shown it 30 miles 
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LOCATION OF GENERATING STATION 





Figure 10 


away from the mine mouth, but it 
could be at any other spot along the 
route. For these conditions, it is ob- 
viously more economical to continue 
rail transportation of the raw energy 
to the load center than to transmit 
electrical energy from this spot to the 
same load center. The chart assumes 
that the applicable freight rates are 
those we have termed “representa- 
tive.” Using either the maximum or 
the minimum lines, or any line be- 
tween, would show the same result. 
A most important question is 
whether or not it is physically possi- 
ble to locate a power plant of the size 
indicated at the mine mouth. There 
are power plants today so located. 
However, no single mine is now pro- 
ducing the more than 4,400,000 tons 
of coal a year required by the 1,800,- 
000-kw generating station over its life. 
In addition, a big generating station 
requires a considerable land area and 
a suitable water supply that is seldom, 
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Figure 13 


if ever, available right at the mine 
tipple. 

We do believe, however, that a 
power station might be so located that 
coal could be taken to it from the 
mines by belt conveyors, trucks, mine 
cars, or other special means at a cost 
lower than indicated by standard rail- 
road rates. It is even probable that 
favorable short-haul railroad rates 
might be negotiated. 

Fig. 14 assumes that the generating 
station is so close to good coal mines 
that the cost of special transportation 
to it would be only 50 cents per ton of 
coal. Perhaps this is on the low side, 
but it will serve to illustrate. 

For the representative freight rates 
we find that the “balancing” or maxi- 
mum economic transmission distance 
would be about 150 miles for 14 per 
cent fixed charges, 230 miles with 12 
per cent fixed charges, 430 miles with 
10 per cent fixed charges, and over 
700 miles with 8 per cent fixed 
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charges. Evidently investment charges 
have a controlling effect upon the 
result. 

When the freight rate “envelope” is 
substituted for the so-called represen- 
tative rate (Fig. 15), it is apparent 
that the high side of the freight rate 
envelope would extend the economic 
transmission distance with 14 per cent 
fixed charges from 150 miles to about 
330 miles, and with 12 per cent fixed 
charges from 230 miles to about 520 
miles. Both the 10 per cent and 8 per 
cent fixed charges lines are below the 
top of the envelope. 

On the low side of the freight rate 
envelope, railroad transportation is 
more economical for any of the trans- 
mission-line fixed charges, save the 
8 per cent assumption. The use of 
that percentage shows a saving only 
for distances under 200 miles. I have 
read distances from the chart, but 
they, of course, are only approximate, 
as the short-haul rail distance is not 


Figure 14 


always the same as the transmission 
distance. 

Fig. 16 shows the effect of some 
variations from our primary study. 
As a basis for comparison, the stack 
on the left shows the maximum eco- 
nomic distance of our study for 12 per 
cent fixed charges and representative 
freight rates. Moving to the right, if 
the cost of getting the coal from the 
mines to the generating station in the 
coal field should be 75 cents instead of 
50 cents per ton, the maximum eco- 
nomic transmission distance would 
drop to 180 miles. If the load factor 
should be 60 per cent instead of the 
80 per cent used in the study, this 
alone would drop the maximum eco- 
nomic transmission distance to 100 
miles. If a 900,000-kw generating sta- 
tion should be used instead of the 
1,800,000-kw plant, the change would 
reduce the maximum economic trans- 
mission distance from 230 to 150 
miles. And last, if the plant economy 
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of the 1,800,000-kw station should be 
9,000 Btu per kwhr instead of 8,400, 
more coal would have to be hauled, 
and the maximum economic transmis- 
sion distance would become 300 miles. 

Fig. 17 illustrates another variation 
from the basic study. The diagram on 
the top shows the maximum economic 
transmission distance for a 1,800,000- 
kw block of power as between locating 
a power plant of that size in the coal 
field, and locating it at a load center 
with a load large enough to utilize the 
entire output of the generating sta- 
tion. 

But what would be the maximum 
economic distance if there were three 
interconnected load centers, each of 
about 600,000 kw? An alternative to 
the 1,800,000-kw power plant in the 
coal field would consist of two-unit 
power plants, each of 600,000 kw, lo- 
cated at the three load centers, labeled 
A, B, and C, plus strengthening of ex- 
isting interconnections. These smaller 
units would be consistent in perform- 
ance with the 450,000-kw units in the 
coal field station. 

When this example is worked 
through, we find that the maximum 
economic transmission distance from 
the coal field power plant to Point A 
has been increased to 330 miles, an in- 
crease of 100 miles over the distance 
developed in the basic study. There 
are, of course, other alternatives. If 
the individual plants were three-unit 
plants containing 200,000-kw units, 
the maximum economic transmission 
distance to Point A would be increased 
bevond 330 miles. 

The large deposits of lignite and 
other low Btu coals in this country are 
little used today. They may be an im- 
portant factor in the future, especial- 
ly when the extraction of by-products 
is further developed. A lignite-burn- 
ing plant requires approximately twice 
as much fuel tonnage as a coal-burning 
plant. Currently, freight rates for 
lignite average about 80 per cent of 
freight rates for coal. Hence, the eco- 
nomic transmission distance would 
tend to be greater for a lignite-burn- 
ing plant; however, should such a mass 
hauling business be in sight, the rail- 
roads affected might offer much more 
attractive rates than are now avail- 
able. Furthermore, it should be re- 
membered that construction of a lig- 
nite-burning plant, whether in the 
lignite fields or at the load center, will 
be justifiable only when conditions are 
sufficiently favorable to offset the ad- 
vantages of the lower construction 
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and operating costs and higher econ- 
omy of a coal-burning plant. 

No paper today would be complete 
without some mention of the atom. 
Obviously, if a generating plant using 
atomic fuel is to be tied to an atomic 
pile at some Federal installation, the 
transmission problem is analogous to 
that involved in the transmission of 
hydroelectric power to market. How- 
ever, if the so-called breeder type of 
reactor is used, then the generating 
station could be at any acceptable lo- 
cation. The weight of the material 
(fuel, if you prefer that term) that 
goes into the breeder would be very 
much less than that of equivalent 
coal. It seems evident that transmis- 
sion from the source of the atomic 
fuel could not compete with transpor- 
tation of the raw energy by rail to 
the load center. 

In drawing conclusions from the 
material presented herein, a word of 
caution is necessary. We have cov- 
ered but one phase of a very complex 
subject by using comparable basic 
figures. Though these figures are for 
the transportation of very large blocks 
of energy, they can be adjusted for 
application to situations of different 
magnitudes. When a specific situation 
is under consideration, every factor 
bearing upon its economic solution 
should be included, and equated to the 
common base. Individual results may 
differ widely from the general conclu- 


sions which we have reached, and 
which are as follows: 

1. The economic advantages of 
large generating units installed in 
stations of great capacity are so im- 
portant that their use is indicated 
wherever load concentrations per- 
mit. 

2. The main reliance to meet fu- 
ture load growth will be in steam- 
electric stations using coal, and lig- 
nite to a limited extent, as their 
primary fuel. 


9 


3. Long-distance transmission 
cannot be justified economically un- 
less the generating station is lo- 
cated, in effect, at mine-mouth with 
an assured long-term, low-cost, raw 
fuel supply. 


4. The unit costs of transmitting 
energy electrically are lowered 
where large blocks of power are to 


be moved. This factor, combined 


with high load-factor loadings, 
tends to bring electric transmission 
and transportation of raw fuel into 
closer competition. 


5. Where long-distance transmis- 
sion is indicated, rail competition 
and the financing costs of the trans- 
mission lines determine the bal- 
ancing economics. 


6. The use of types of financing 
similar to those employed by groups 
(Continued on page 286) 
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The Industrial Development of Atomic Energy 


Gordon Dean 


Chairman, United States Atomic Energy Commission 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


HE atomic energy program at 

present is one of the largest 

single consumers of electric en- 
ergy in the United States. It is one 
of the main objectives of the Atomic 
Energy Commission and of fore- 
sighted industrial leaders to reverse 
this situation. One of the more im- 
portant questions of our time, as a 
matter of fact, is just how our prog- 
ress toward this worthy goal might be 
speeded. 

There seems to be no doubt that 
economically feasible power from the 
atom can be achieved. The only 
doubt that exists has to do with such 
questions as “when” and “how.” And 
the “how” has more to do with policy 
than it does with technology. The 
scientists and technicians have some 
clear ideas as to what needs to be 
done. But the policy makers have not 
vet laid down the ground rules under 
which it will be done. In a very real 
sense, therefore, we are at a cross- 
roads in the matter of atomic power 
policy. I think it might be helpful, 
as background, to mention just a few 
of the technical milestones we have 
passed in arriving at this crossroads. 

First, of course, was the initial suc- 
cessful operation of a nuclear chain 
reactor. This was accomplished on 
December 2, 1942, by Enrico Fermi 
and his staff at the Metallurgical 
Laboratory at the University of Chi- 
cago. This experiment, which was 
preceded by some important work at 
Columbia University in which Dr. 
John Dunning played a leading role. 
proved beyond any doubt that a 
nuclear chain reaction could be made 
to sustain itself, and that it poten- 
tially was capable of releasing great 
quantities of energy which would 
appear in the form of heat. 


Useful Power Produced 


Another important milestone was 
the first successful production of use- 
ful atomic power. This was accom- 
plished in December, 1951, in a ma- 
chine known as the experimental 
breeder reactor, which had been con- 
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structed at the Commission’s Reactor 
Testing Station in Idaho by the 
Argonne National Laboratory, suc- 
cessor to the war-time Metallurgical 
Laboratory. The machine was de- 
signed and developed by the labora- 
tory’s capable staff, including par- 
ticularly Dr. Walter Zinn, its direc- 
tor, and Dr. Harold Lichtenberger. 


Generating Electricity 


The amount of useful power pro- 
duced by the experimental breeder 
reactor is not significant, and it is 
being done only as a research experi- 
ment, but it has proved beyond any 
doubt that the heat generated by a 
nuclear reaction can be taken out 
and put to work generating electric- 
ity. More recently, if added evidence 
were needed, another machine with 
a different basic design has also pro- 
duced useful electric power. This is 
the homogeneous reactor experiment 
at Oak Ridge. 

The third milestone, as I see it, oc- 
curred last summer, when reports 
were turned into the Commission by 
the four industrial study teams which 
had been examining the status of the 
Commission’s reactor development 
program for the previous year. These 
teams, of which The Detroit Edison 
Co. together with the Dow Chemical 
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Co. constituted one, had been per- 
mitted into the Commission’s labora- 
tories and plants (after appropriate 
security clearance) to see, among 
other things, whether they thought 
the development of economically 
feasible atomic power was possible. 
I will not go into the details of these 
reports here; non-secret versions of 
them are available elsewhere. But 
the important thing to remember is 
that none of them was pessimistic so 
far as the ultimate practicability of 
atomic power is concerned. This en- 
couraging judgment on the part of 
experts from outside the atomic en- 
ergy program itself has lent a good 
deal of impetus to the drive to 
achieve economical power. 

The fourth major milestone oc- 
curred earlier this year when the 
prototype of the first atomic power 
plant for submarine propulsion be- 
gan operating at the Reactor Testing 
Station in Idaho. This is a significant 
reactor, for it is the first one spe- 
cifically designed to produce useful 
atomic power for a real, practical 
purpose, that of producing steam to 
turn a propeller shaft. It isn’t eco- 
nomical power, in the commercial 
sense of the word, but it is real 
atomic power, and it is going to be 
put to work to do a job that cannot 
be done as well by any other means. 
When the seagoing model of this re- 
actor first turns the screw of the USS 
Nautilus, probably next year, atomic 
power will have come of age. 


Vision of the Future 


All of these milestones have com- 
bined to show us that atomic power 
can be produced, that it can be pro- 
duced to serve a practical purpose, 
and that it almost without doubt can 
ultimately be produced to serve a 
practical purpose at costs that can 
compete with those of coal, gas, and 
oil. It is not surprising that these 
same factors have also combined to 
stimulate visions in our minds of a 
future in which atomic power plants 
and propulsion engines will add an 
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enormous new source of energy to 
the world’s dwindling supplies of con- 
ventional fuels. 

But in the past this vision has been 
clouded a bit by the relative scarcity 
of the fuels that are known as fis- 
sionable fuels, upon which power- 
producing chain reactions must feed. 
In this connection, I have the great 
pleasure to announce that we have 
now reached still another milestone 
in the history of atomic energy devel- 
opment in this country. It is a devel- 
opment which holds out the promise 
of making a civilian atomic power 
industry even more feasible and at- 
tractive in the long range than it has 
hitherto appeared to be. 


Illustrative Analogy 


To explain to you the impact of 
reaching this new milestone, I would 
like to use an analogy, albeit a great- 
ly over-simplified one. I would like to 
ask you to imagine a world in which 
only 100 gallons of gasoline existed. 
When that gasoline was used up, 
gasoline would forever be gone from 
the earth. But let us imagine that 
we could make gasoline out of water 
by burning the gasoline we had in 
the presence of water. Let us say, 
for example, that by burning up our 
100 gallons of gasoline we could 
change 90 gallons of water into new 
gasoline, and that thereafter we 
could, by burning gasoline in the 
presence of water, always make new 
gasoline equivalent to 90 per cent of 
that which we burned. By such a 
process we could quite obviously 
greatly stretch out our supply of 
gasoline, but we could hardly expect 
to stretch it out indefinitely for we 
would always be making a little less 
gasoline than we consumed. UIti- 
mately we would run out of gasoline 
before we ran out of water, and all 
the rest of the water in the world 
would be useless to us so far as gaso- 
line production was concerned. 

But to pursue our over-simplified 
analogy still further, now let us as- 
sume that we succeeded in develop- 
ing a way by which we could produce 
100 or more gallons of new gasoline 
from water for every 100 gallons we 
burned. Suddenly we would have 
made it possible to change gradually 
all of the water in the world into 
gasoline. Our gasoline shortage 
would have vanished. 

Scientists have known for a long 
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Fig. 1—Diagram Issued by Atomic Energy Commission Showing How 
Experimental Breeder Reactor Works. 


time that something roughly analo- 
gous to this is theoretically possible 
in the field of atomic energy. In 
atomic energy, there is only one fis- 
sionable fuel that occurs in nature. 
It is called Uranium-235, and it un- 
fortunately constitutes less than 1 
per cent of normal, natural uranium. 
The supply of it that can be obtained 
from economically mineable deposits 
is limited. But the scientists have 
also known for a long time how to 
change another, much more prev- 
alent, kind of uranium into fuel by 
burning Uranium-235 in its presence. 
They have also known that they could 
change thorium, another relatively 
plentiful element, into atomic fuel by 
the same process. But they have never 
been quite sure that this fuel produc- 
tion process could be done in such 
a way that as much or more new fuel 
would be created as there was old 
fuel consumed. They thought it 
could be done, and they even had a 
name for it. They called it “breed- 
ing,” and it was in an effort to find 
out for certain whether this breeding 
process was possible in a particular 
type of reactor that the Argonne Na- 
tional Laboratory designed and built 
the experimental breeder reactor in 
Idaho. 


This, you will recall, is the same 
reactor that first produced atomic 
power in 1951. I now have word that 
Dr. Zinn, Dr. Lichtenberger and 
their Argonne colleagues have used 
the reactor to demonstrate success- 
fully the principle of breeding. The 
reactor is operating in such a way 
that it is burning up Uranium-235 
and, in the process, it is changing 
non-fissionable uranium into fission- 
able plutonium at a rate that is at 
least equal to the rate at which the 
Uranium-235 is being consumed. 
3reeding has been achieved, and Dr. 
Zinn and his colleagues are to be con- 
gratulated for bringing us to another 
important milestone in the develop- 
ment of atomic energy. 

I think, however, that we must take 
care to see that this encouraging de- 
velopment is kept in its proper per- 
spective. This news does not mean 
that economic power from atomic 
fuels is here. It does not mean that 
overnight we have suddenly obtained 
all the fissionable material we want 
or need. It does not mean that urani- 
um can now be regarded as a virtual- 
ly costless fuel. It is quite possible 
that the breeding principle will not 
even be incorporated in the first 
atomic power plants. It may be that 
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some other types will be more 
feasible from the economic point of 
view, at least at first and possibly for 
some time. A large-scale breeder 
reactor can be a costly proposition. It 
requires a very large initial invest- 
ment of scarce fissionable fuel. In 
addition, before the newly created 
fuel can be extracted and put to use, 
it must go through a chemical separa- 
tion process which is currently one 
of the most expensive aspects of the 
atomic energy business. 

The achievement of breeding also 
does not mean that we are suddenly 
independent of raw-uranium ore. Far 
from it. Breeding is a slow process, 
and a reactor may have to operate for 
five years or longer before it succeeds 
in yielding as much new fuel as was 
initially invested in it. Our great 
current demand for Uranium-235 and 
plutonium for weapons, and our 
equally great need for raw uranium 
ore to meet this demand, will not be 
lessened one iota. 


Utilization of All Uranium 


The real significance of breeding 
is that it is now possible for mankind 
ultimately to utilize all of the urani- 
um that can be extracted from the 
earth’s surface for atomic fuel, 
whether it is fissionable or not in its 
natural state. The proof of success 
in breeding at the Idaho station sug- 
gests, in addition, that the other po- 
tential atomic fuel, thorium, may 
also ultimately be utilized. Thorium, 
however, was not used in this par- 
ticular experiment, and I do not wish 
to imply that its susceptibility to 
breeding has been proved. 

In summary, I should like to em- 
phasize that the achievement of 
breeding with uranium is an impor- 
tant event, but it is not one that is 
likely to cause any immediate, or 
even imminent, revolutionary change 
in the economics of atomic power 
production. What it constitutes, 
mainly, is another encouraging and 
important factor which can be intro- 
duced into the many calculations be- 
ing made to determine the best tech- 
nical and economic approach to real, 
competitive atomic power. 

All of these factors, and a great 
many more besides, have combined 
to bring us to the crossroads in 
atomic power policy that we have 
now reached. The last remaining 
technical obstacle is to learn how to 
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build atomic power plants so cheaply 
that the power they produce will be 
competitive with that from conven- 
tional fuels. The policy problem 
that faces us is to determine how 
this cost-cutting job can best be done. 

As you probably know, the Atomic 
Energy Commission has some ideas 
on this subject. They were made 
public last week by the Joint Con- 
gressional Committee on Atomic En- 
ergy, to whom we had given them in 
response to their request. But before 
we consider these, let us consider for 
a moment the national policies under 
which most of the technical mile- 
stones I have just mentioned have 
been reached. These policies are laid 
down in the Atomic Energy Act of 
1946, which established the Atomic 
Energy Commission. 

This law, among other things, gives 
the Commission a complete monopoly 
in the field of atomic energy. Under 
the law, for example, no one but the 
Commission may own fissionable ma- 
terial and no one but the Commission 
may own any facility in which such 
material is produced. In addition, 
no one may sell or ship any of the 
minerals from which fissionable ma- 
terials can be produced except with 
the consent of the Commission, and 
no one may own a patent having to 
do with the production of fissionable 
material. The Commission also has 
complete control of all information 
developed in the field of atomic en- 
ergy, and there are stiff penalties in 
the law to make sure that this infor- 
mation doesn’t find its way into 
hands not approved by the Commis- 
sion. All in all, it is a strong law, 
and the powers it grants to the Com- 
mission are broader, or at least as 
broad, as any ever given a Federal 
agency. 

This law has been a good law. Un- 
der it the atomic weapons program 
of this country has gone forward at 
a truly impressive rate, and the tech- 
nical milestones in the power field 
that I have mentioned have been 
achieved. But now, the Commission 
feels, the law should be modified. The 
ground rules under which atomic 
power research is carried on in this 
country should, in the opinion of the 
Commission, be changed. There are 
several reasons why we feel this way. 

First, nearly everything that has 
been done in the nuclear reactor field 
until now has been done for a gov- 
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ernment reason. The government has 
developed reactors to produce plu- 
tonium for bombs, to serve as gov- 
ernment research tools, and to pro- 
pel submarines. It also has other 
projects underway which ' will lead 
ultimately to the propulsion of air- 
craft and large surface ships. But 
all of these projects have been under- 
taken to meet a need or a demand 
that had generated within the gov- 
ernment. Now, however, there is 
good reason to believe that a demand 
outside of the government’s own 
sphere of operations is developing 
for atomic reactors. It is a commer- 
cial demand, an economic demand. 
and a civilian demand. It seems only 
reasonable to expect that people out- 
side of the government be given a 
chance to work toward the develop- 
ment of reactors to meet this demand. 


Developmental Job 


Another reason why the Commis- 
sion feels that the present ground 
rules should be changed is because 
the job ahead is a developmental one, 
a cost-cutting one, the kind of a job 
that can be done best by skilled peo- 
ple competing with other skilled peo- 
ple who are working toward the same 
or a similar goal. In other words, 
it is the kind of a race for which one 
wants as many starters as possible, 
and you can’t recruit many starters 
for this kind of a race under the 
ground rules laid down by the Atomic 
Energy Act of 1946. 

As a result, the Commission has. 
since last September, been giving 
some very serious thought to what 
there should be in the way of new 
ground rules. We have developed a 
policy position which is the result 
of a lot of careful thought and de- 
liberation. Our position is that the 
present Federal monopoly should be 
relaxed to permit wider participation 
in the power reactor program. To 
accomplish this we have proposed 
that the present law be amended to 
permit: 

1. The ownership and operation 
of nuclear power facilities by 
groups other than the Commission. 

2. The lease or sale of fission- 
able material under safeguards 
adequate to assure the national 
security. 

3. The use and transfer of fis- 
sionable or by-product materials 
by the owners of reactors, subject 
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to purchase by the Commission or 

regulation by the Commission in 

the interest of health and safety. 

The purpose of these changes in 
the law is to encourage groups out- 
side of the Commission to invest 
money and talent in the development 
of economic power reactors. It is 
obvious, we think, that if we want 
people other than ourselves to invest 
money and talent in the development 
of these facilities, we must allow 
them to own or lease the facilities, 
fuels, and the by-products, subject, 
naturally, to appropriate controls. 

As part of its policy position, the 
Commission has also proposed that 
the suggested changes in the law 
be accompanied by adjustments in 
the Commission’s own practices to 
permit: 

1. As appropriate, the granting 
of more liberal patent rights in 
accordance with existing law. 

2. A progressively more liberal- 
ized information policy in the 
power reactor field, as justified by 
need and as permitted by security 
considerations. 

3. The performance in Commis- 
sion laboratories of such research 
and development work in the power 
field as is deemed warranted in 
the national interest. 

The Commission also promised in 
its policy statement to give consid- 
eration to a progressively adjusted 
safety code to keen pace with opera- 
tional experience with reactors. 

The purpose of all of these pro- 
posals is not to attempt to create a 
new, crystallized environment in 
which one might expect an atomic 
power industry to come into being 
and flourish forever. It is not yet 
the time to attempt anything like 
that. In my opinion, the next five 
years are developmental vears, vears 
in which we will be working toward 
the realization of economically feasi- 
ble atomic power, not enjoying its 
fruits. 

Our purpose is to create a tempo- 
rary environment in which this de- 
velopmental effort can be expected 
to go forward, a period in which the 
Commission is given the power and 
discretion to encourage the partici- 
pation of others by granting them 
-certain rights which they now cannot 
have no matter how much money or 
how much effort they put into this 
kind of work. 
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I have noted with considerable 
interest and some disappointment 
that a few people have already la- 
beled these policy recommendations 
as “the atomic giveaway program.” 
This is simply not true. It is not a 
giveaway program; it is not even 
a sell-away program. Under it the 
Commission gives nothing away. It 
doesn’t even sell any of its own fa- 
cilities. All it would do would be to 
permit others to own what they them- 
selves have built and paid for, or, 
in the case of materials, bought and 
paid for, or manufactured. It seems 
ridiculous to me for one agency of 
the Federal government to attempt 
to exclude others forever from a 
promising new field whose main sig- 
nificance will be to the overall econ- 
omy, not to any particular segment 
of it. 


Establishing Ground Rules 

This policy statement by the Com- 
mission is an attempt to set up 
ground rules which are the same for 
everybody, and when I say every- 
body I mean Federal agencies, state 
agencies, municipal agencies, and 
private industry. Everybody who has 
something to offer to the develop- 
ment of atomic power should be al- 
lowed to make a contribution to that 
development. The idea that some 
people apparently have that the Fed- 
eral government of this country and 
the private. industries of this coun- 
try represent two separate and sover- 
eign powers is, in my opinion, most 
unfortunate. There is only one sov- 
ereign power in the country, and 
that is the Federal government. I 
think it can be relied upon to see 
that this new force called atomic 
energy will always be controlled in 
the public interest, and not, I hope, 
by monomoplistic management but by 
regulation, and leadership, and the 
stimulation of competition. 

I think that those who have labeled 
these proposals as a “giveaway pro- 
gram” have not read them as care- 
fully as they might. Actually, there 
is only one place where any real 
rights of the government are at issue 
in the development of atomic power, 
and that is in the matter of patents. 
And yet, if you will look at the Com- 
mission’s policy statement carefully 
vou will find that it has talked about 
patents only in the most general 
terms. In its list of proposed steps, 
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this is what the statement says about 
patents: “More liberal patent rights 
than are presently granted to out- 
side groups as may seem appropriate 
to the Commission and consistent 
with existing law.” You will notice 
that the statement says “consistent 
with existing law.” The Commission 
all along has interpreted the patent 
provisions of the existing law very 
rigidly so far as the government’s 
rights are concerned. Present poli- 
cies can be relaxed to some extent 
without any change in the law, and 
therefore without any change in the 
overall national policy on the sub- 
ject of atomic energy patents. 

As of now, the Commission has 
not proposed any change in the pat- 
ent provisions of the law. This does 
not mean that it might not do so 
later. This question is now under 
careful study. In this regard, I 
think there are two objectives: 

1. I don’t think anyone should be 
allowed to come into the atomic 
power picture with the investment 
of a dollar or two and walk off 
with patents worth hundreds of 
millions of dollars. 

2. I think people who come into 
the power program and make a real 
contribution based on a liberal in- 
vestment of talent and money, in- 
volving a real risk, should be en- 
titled to some patent rights denied 
to others. 

This all boils down to a question 
of fair play and common sense. I 
think it is obvious that we cannot 
expect private concerns to come in 
and spend millions of dollars with- 
out getting some benefits, and’I think 
it is obvious that private concerns 
as well as the government must be 
in this power program. Otherwise 
we can never have real competition, 
the catalytic agent of progress, and 
we will always have a program lim- 
ited in size and scope by the range 
of the Federal government’s imagina- 
tion and vision, which is not always 
as broad as it might be. 

During the developmental period we 
are moving into, I am convinced that 
industry and government must work 
together if we are to get the most 
out of it. During this period, it seems 
clear to me that some prototypes and 
pilot plants of atomic power facili- 
ties must be built. It is my own opin- 
ion that the government, as well as 
industry, must participate in this 
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kind of endeavor, for as of today 
the investments must be high and 
the pay-offs a number of years in the 
future. I would be very pleasantly 
surprised if private capital were to 
move in and pick up the total check 
for this expensive and, at first, un- 
profitable work. I noticed the other 
day where the North American Avia- 
tion Co. announced that it had de- 
veloped a power pilot plant which 
they were ready to build for any cus- 
tomer at a cost of $10,000,000. It will 
be interesting to see if this company 
has any takers in private industry, 
even if the law is revised. I have my 
hopes, but I also have my doubts. 

There is one rather fundamental 
question which I have not touched 
upon in these remarks, but which 
has been asked me several times in 
the past few days, notably by a mem- 
ber of Congress. It is an interesting 
and provocative question. It is this: 
“Why, exactly, are we interested in 
achieving economically feasible pow- 
er from the atom?” When I was first 
asked this question I was a little 
surprised, for I had always assumed, 
for reasons not too clearly spelled 
out, that no one could quarrel with 
such an objective. I had assumed it 
Was agreed upon by everyone. 

One answer to this question, of 
course, is that we want atomic power 
because there is a demand for it, and 
that we know this because of the 
intense interest demonstrated by so 
many industries and businesses in 
it. One might extend this line of rea- 
soning and conclude that if there is 
a demand for atomic power, it must 
be worth going after. 

But this is hardly a national pol- 
icy reason for pushing toward the 
early development of an atomic power 
industry in this country. A good na- 
tional policy reason would be pro- 
vided, of course, if we were on the 
verge of running out of coal, oil, or 
gas in a year or two. But we are not. 
This may be true of others, but it 
is not true of the United States. 

Why, then, do we want atomic 
power? I think we want atomic 
power because as soon as it comes 
into being it will reduce the rate at 
which we are using up our other 
natural resources. It will release 
them for other uses or permit us to 
conserve them for future specialized 
use. 

I think we want atomic power be- 
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cause our demand for energy in this 
country and in the world is increas- 
ing at an enormous rate, and the 
costs of producing such fuels as oil 
and gas will steadily rise as the sup- 
plies dwindle. We will need a sup- 
plementary source of energy, and 
to be ready when the time comes we 
must push ahead now. 

I think also that we need atomic 
power because atomic fuels are vir- 
tually weightless fuels. They can be 
taken anywhere in the world—to the 
source of raw materials upon which 
industries are based, to deserts, to 
mountains, and to islands. 

I think we need atomic power so 
that we may help our friends in the 
world who are in need of new re- 
sources of power. I have particular- 
ly in mind those who have been and 


President’s Initials Stand 


An Ohio electric company explains 
an old Kentucky commission in the 
following article, reprinted from our 
contemporary, Forward, published by 
The Dayton Power and Light Co. 


“E don’t know what Governor 

Frank J. Lausche said to Gover- 
nor Lawrence W. Wetherby of Ken- 
tucky, but we recently discovered we 
have a Kentucky Colonel in our midst 
commissioned by the Governor of 
Kentucky in the person of Kenneth 
C. Long, President of our company. 

The Honorable Order of Kentucky 
Colonels is confusing and uncertain 
to many people, there being numerous 
conceptions and some rather positive 
statements as to its origin. 

On delving into the records of 
Kentucky, we find the first Kentucky 
Colonel commission was granted 161 
years ago when Kentucky’s first gov- 
ernor, the Honorable Governor Isaac 
Shelby, was elected to office in 1792. 

The Kentucky Colonel is commis- 
sioned on the Governor’s Staff as an 
Aide de Camp but does not lose his 
title at the end of the commissioning 
Governor’s term of office. He has no 
duties but it is to be expected that 
he will continue to promote the wel- 
fare of Kentucky. 

Recipients of the award have al- 
ways been proud of the title con- 
ferred upon them as it was conceded 
to be a mark of distinction held only 
by those who had unselfishly given 
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are supplying us with the uranium 
with which we are feeding our weap- 
ons program. 

And I think we need atomic power 
because no one really knows the 
enormous impact this new source of 
energy may have on our economy 
and our mode of life. I have heard 
that there were people who asked 
Henry Ford, “Why do we need the 
automobile when we we can get 
where we’re going quicker on a 
horse?” Right now our objective is 
to advance our atomic power tech- 
nology to the point where it can com- 
pete with the “horse” that is coal, 
gas, and oil. But that is just the 
beginning. I know, and I think we 
all know, that there is more in the 
atom than that. 


for “Kentucky Colonel” 


of their time and talents for the 
betterment of Kentucky. Throughout 
the years many outstanding citizens 
were thusly honored and as time 
wore on the distinction increased. 
There is but one stated and impor- 
tant meeting of the Order each year 
and that is held Derby eve, in Louis- 
ville, Ky., at the Brown Hotel. Guests 
are served a sumptuous meal of fa- 
vored southern dishes in the tradi- 
tional hospitable Kentucky manner. 
It is to be understood that com- 
missions are not restricted to Ken- 
tuckians. Many notable citizens from 
many states in the Union are holders 
of this coveted award and title. 
The accompanying poem, written 
by Colonel R. W. Wilson, typifies the 
character of the historie Kentucky 
Colonel. 
A smile and a ‘Howdy’ is his salute, 
He's a gentleman clear from his hat to 
his boot. 
A mustache, perhaps—but a glint in 
his eye, 
And sometimes maybe the little string 
tie. 
A highball in temperance, a julep at 
leisure, 
A man who enjoys both business and 
pleasure. 
A man who's inspired by the 
Thoroughbred Journal, 
I'm referring to ‘Suh’— 
“The Kentucky Colonel.” 
Congratulations—Suh! 
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of atomic science may be 
traced far back into history, as 

far as the Greeks, in fact. But it was 
not until late in the 19th century that 
the whole field began to open up. 
From there we trace it to 1939, 
roughly, when the first fissions were 
observed, and it may be traced past 
a series of milestones since that time. 
This whole succession of events 
demonstrates clearly that there is 
enormous energy locked in _ the 
atomic nucleus; that this energy, in 
the form of cohesion between these 
elementary particles, can be trig- 
gered off; that it can be made to 
chain-react and to maintain itself 
continuously; and that a _ practical 
source of power can be the result. 


(ce ston interest in the field 


Steps in Breeding 


Let us now reconsider, for a mo- 
ment, the steps in achieving breed- 
ing, net gain breeding, and what 
these steps really mean in terms of 
the practical development of power. 
The production of radioactive iso- 
topes is a very valuable and impor- 
tant step in our research. In terms 
of the uranium fission fragments 
(which fly apart violently when neu- 
trons hit Uranium-235), an order of 
90 per cent of that energy is liber- 
ated instantaneously. It is an ex- 
ceedingly high-level energy release, 
of somewhat under 200,000,000 elec- 
tron volts, compared to ordinary 
chemical reactions, such as_ those 
combining carbon with oxygen when 
coal is burned in a modern power 
plant, of around 2 electron volts on 
the same basis. This is degenerated 
into heat almost immediately. The 
fission products, the “ashes” of nu- 
clear combustion, as radioisotopes, 
represent only a small portion of the 
total energy and, while they have a 
whole series of interesting applica- 
tions, ranging from agriculture 
through basic research in everything 
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from the metal industry to medicine, 
to cancer therapy, and even perhaps 
to chemical processing, the total en- 


ergy involved is small, percentage- 
wise. The fact that roughly 90 per 


cent of the energy appears almost in- 
stantly in the form of heat means that 
the industries which utilize heat will 
be the ones which can really profit 
and enlarge their operation by the 
use of this phenomenon. 

I am sure the Atomic Energy Com- 
mission will allow us to say that 
somewhere above two, two and a 
half, or perhaps approaching three 
secondary neutrons are given off each 
time a primary neutron fissions a 
Uranium-235 or plutonium nucleus or 
other fissionable fuel nucleus. The 
key to the practical large-scale utili- 
zation of atomic energy on an eco- 
nomic this fact that be- 
tween two and three secondary neu- 


basis is 


trons are given off each time a pri- 
mary neutron fission. This 
means that not only is the chain re- 
action maintained, liberating energy, 
but, depending on our effectiveness 
in utilizing these secondary neutrons 
in a practical and industrial 


causes 


eco- 
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nomic way, there is the possibility of 
producing more new synthetic fuel, 
more by-products, as it were, than 
we actually burn. 

This has been clear in principle 
for a great many years. The signifi- 
cant point of the first prototype 
breeder reactors at Arco, Ida., is 
that, in this intermediate-size unit, 
some net-gain breeding has been 
achieved. This is indeed a milestone. 

However, we are faced with the 
problem of a major practical engi- 
neering development, if this is to be 
of real significance in the electric 
power generation field. It is clear 
that we are confronted with a de- 
velopment program which is “X” 
years, perhaps three, five, perhaps 
more ahead. This much time will 
surely be necessary to establish en- 
gineering practicality on a large 
scale, the economic bases, perform- 
ance, capital investment required, 
and long term maintenance and op- 
erating Only then will the 
range of possibilities involved be 
realized. 


costs. 


Underlying Factors 


Let us look back again for a mo- 
ment to see what underlies this in 
terms of the phenomena and the fuel, 
so that we may more intelligently 
forecast what this five-, 10-, or 20-year 
period may mean. Unfortunately, 
none of us can see into next week, 
let alone next month, next year, or 
the next decade, but historical per- 
spective normally gives us a chance 
to project approximately where we 
may go as we move along. 

In Fig. 1, the primary neutron hits 
the U-235, causes fission, and the 
two fragments fly apart violently. 
To carry on a chain reaction, on the 
average, one secondary neutron must 
proceed on, hit more U-235 and cause 
an additional fission. We must al- 
ways allow for the loss of some frac- 
tion of the neutrons, by escape or by 





a 


i sas toins ne:* hos 


july, 


cap 
act 
fra 
net 
ond 
si} 
for 
ing 
or 
tur 
iso’ 
eac 
pro 
ato 
7 
pov 
duc 
tics 


‘low 


stil 
syI 
mu 


loc 
pr 
nu 
Fi 
int 
ou 
ra 
ha 
pr 
lol 
Op 
te! 
no 
in} 
tr 


iz 
m: 
or 
te 
fu 
be 
its 
of 
ta 


cl 
ro 
SO 
ac 
ty 
tr 


y of 
fuel, 
han 


iple 
nifi- 
type 
is 
init, 
een 
one. 
the 
ngi- 
» be 
tric 
lear 
de- 
“yy 
1aps 
will 


irge 
yrm- 
red, 
op- 
the 
be 


mo- 
; in 
uel, 
ntly 
rear 
ely, 
eek, 

or 
er- 
nce 
we 


hits 
the 
tly. 
the 
ust 
use 

al- 
ac- 





july, 1953 


capture, in any practical power re- 
actor system, but by minimizing this 
fraction we can have, in principle, a 
net gain of some fraction of the sec- 
ondary neutrons, above one per fis- 
sion, which may go on to be useful 
for by-product purposes—bombard- 
ing fertile materials such as U-238 
or Thorium-232 and producing, in 
turn, as end products the synthetic 
isotopes, Pu-239 or U-233. Thus, for 
each U-235 full atom burned we can 
produce more than one new fuel 
atom. 

The whole question of a net-gain 
power-breeder in this process is re- 
duced to how well, in terms of prac- 
tical engineering design, we can al- 


‘low for all these possibilities and 


still have a net gain producing more 
synthetic fuel than we burn. We 
must, in the end, have this quantity 
—called “‘g’’ here—greater than zero. 
Anything in excess of that means 
that we have achieved success, if 
we have a practical, and thoroughly 
proven, power system based on this 
general process. 


Nuclear Power Plants 


It might be well now to take a basic 
look at nuclear power plants from a 
process-flow chart standpoint. The 
nuclear reactor system is shown in 
Fig. 2 (in generalized form) as an 
integrated system in which, obvi- 
ously, there is an exceedingly broad 
range of technical possibilities. We 
have proven breeding, and we have 
produced some power, but we are a 
long distance from maximizing, or 
optimizing the whole situation in 
terms of capital investment, eco- 
nomic performance, and long operat- 
ing life for the purposes of the elec- 
tric industry. 

Any nuclear reactor is character- 
ized by the feed going into it, which 
may be U-235, secondary plutonium, 
or possibly U-233—plus a fertile ma- 
terial—U-233, Thorium-232, or even 
future isotopes which have not yet 
been discovered. The nuclear reactor 
itself may be designed in a number 
of ways, of which the relative advan- 
tages and disadvantages still are not 
quantitatively demonstrated. The nu- 
clear fuel may be in such forms as 
rods, tubes, dises, or flat plates, in a 
so-called heterogeneous type of re- 
actor. In the so-called homogeneous 
type of reactor the fuel may be dis- 
tributed as compounds in solution, 
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Figure 1 
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s physical mixtures in suspen- 
sions, but it must be there in some 
form. 

For power utilization (which goes 
off to the right), clearly the energy 
developed in the reactor must be 
conveyed out. Here, again, we have 
a whole range of possibilities. As 
provided for in some reactor designs, 


ordinary water may be used as a 
coolant heat-exchange liquid, in line 
with conventional power plant prac- 
tice. Heavy water, D2O, also has 
some nuclear advantages and has its 
proponents, although the cost is high. 

A nuclear reactor may be designed, 
using various amounts, forms, dis- 
tributions, and kinds of materials 
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as moderators, which “slow down” 
the comparatively high energy sec- 
ondary fission neutrons. If large 
amounts of low atomic weight ma- 
terials are present, the fast neutrons 
are slowed down largely to ordinary 
thermal energies and the reactor is 
said to be a “thermal” reactor. If 
comparatively small amounts of ma- 
terials are present and largely of 
higher atomic weight (whether as 
moderator coolant or other con- 
struction materials), the neutrons 
are slowed down comparatively little 
and the reactor is said to be a “fast” 
reactor. With intermediate amounts 
and types of materials, the neutrons 
are only partially slowed down and 
the reactor is usually called an “in- 
termediate” reactor. There are ad- 
vantages and disadvantages in all 
types regarding nuclear fuel in- 
ventory required, breeding gain 
achieved, heat transfer problems, 
and so forth. While the large AEC 
program has thus far clarified many 
of these questions, much still re- 
mains to be done before optimized 
and thoroughly tested engineering 
designs for particlar power plant ap- 
plications finally can be crystallized. 


Liquid Coolant 


The coolant may also be liquid 
molten metal such as the sodium- 
potassium alloy mixtures which are 
liquid at ordinary temperatures, mol- 
ten sodium itself, or some higher 
melting point metals. Liquid-metals 
heat-transfer fluids have many 
strong proponents because of the ex- 
ceedingly high heat-exchange rates 
which can be obtained. Such trans- 
fer rates can be so great that a nu- 
clear reactor about the size of a rain 
barrel, as one man has put it, in 
principle can give enough heat trans- 
fer to power a 1,000,000-kw station 
This is not an idle speculation. While 
heat has not been taken out at that 
rate as yet in a full scale unit of 
such a size, there are possibilities 
which will very well be realized one 
day, even though in eventual designs 
some compromises may be desirable. 
In any case, to isolate the radiation 
problems, most agree that a “double 
heat exchange system” is desirable 

There is a third phase to this— 
the utilization of thermal heat in the 
power cycle (the top line at right in 
Fig. 1) where we have the whole 
series of possible conventional sys- 
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tems. Ordinary steam systems or 
ordinary steam turbines with water 
as the working fluid may be used. 
Utilization of gas turbines, a whole 
developing field of great promise, is 
another possibility. Essentially all 
we are doing in a nuclear power sys- 
tem is substituting the nuclear fuel 
for the coal, oil, or gas fuels in use 
today in so many kinds of applica- 
tions. 

The reprocessing plant shown on 
the lower part of Fig. 2 illustrates 
another phase of a nuclear power 
system which is comparable to the 
present ash-removal systems of con- 
ventional power plants but is a good 
deal more involved. In every nuclear 
plant we burn a certain amount of 
nuclear fuel, and we have the fission 
products, the ashes of combustion. 
In solid fuel elements the “ash” is 
built up inside the fuel and tends to 
inhibit nuclear combustion. In ad- 
dition, solid fuel elements are sub- 
ject to radiation deterioration as are 
other materials of reactor core con- 
struction where the radiation density 
is high. This problem of deteriora- 
tion of materials subject to nuclear 
radiation is a new one which needs 
further study, but success thus far 
strongly indicates that it can be 
solved adequately for long-life power- 
plant use. 


Continuous Reprocessing 


In any case we must allow for a 
reprocessing of the fuel. In many 
types of reactors the burn-down, i. e., 
the fraction of fuel that can be con- 
sumed, is measured in small percent- 
ages of the total fuel present. In 
some reactor types there is a good 
possibility of burning a fair frac- 
tion of the nuclear fuel before one 
must reprocess. But there are many 
proponents who believe that the ho- 
mogeneous reactor, which makes pos- 
sible continuous reprocessing, has a 
very bright future. Under these cir- 
cumstances the fission products, the 
ashes, can be removed continuouslv. 
Likewise, non-burned fuel may be 
recovered for reuse, and the simul- 
taneous recovery of new synthetic 
fuel may be accomplished. Such 
products may be considered “waste,” 
but in a larger sense. valuable waste. 
The fission products can be made 
available for wide range of utiliza- 
tion, and if breeding is successful. 
producine. a net gain. we may also 
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produce surplus fuel as “waste.” 

There are some groups who be- 
lieve that reactors should emphasize 
primarily plutonium production only 
or power production only rather than 
attempt to maximize both simultane- 
ously. There is likewise strong sup- 
port for dual-purpose reactors pro- 
ducing both plutonium and power, 
as intermediate goals. In any case, 
both are likely to be stepping stones 
to the next phase to central power 
genération, which should at least 
have near unity breeding to achieve 
maximum economic advantage. 

This concept of a nuclear power 
plant as an integrated system is 
much more important in the atomic 
power field that it is in conventional 
power plants. At the present time 
reprocessing plants are a consider- 
able part of the expense. If we are 
to progress in this field, it is of the 
utmost importance, first, that the 
cost of nuclear reactors themselves 
be brought down considerably (we 
are now accustomed to think in terms 
of 20, 50 or even 100 million dollars 
for one reactor). Second, we must re- 
orient our whole philosophy if nu- 
clear power plants are to be suc- 
cessful economically and commer- 
cially, and most of us are very sure 
they can be. If the reactor is going to 
be in principle not the enormous fire- 
box with the huge combustion space 
of the standard boiler system— 
which is largely open space—but 
rather simply a small, compact heat- 
exchange unit about the size of a 
“rain barrel,” then clearly it should 
be very difficult to spend $10,000,000 
on such a comparatively small de- 
vice. Obviously, to talk of requiring 
ten or 20 million dollars for some- 
thing this size is not good engineer- 
ing, and our engineering must be on a 
much sounder basis. 


Minimum Fuel Inventory 


Similarly, if one examines the 
magnitude of the huge atomic plants 
at Hanford or Savannah River and 
observes the size of the reprocess- 
ing plants (which in general are not 
truly closed cycle, as indicated in 
Fig. 2) one will see that these chemi- 
cal plants associated with reactors 
represent a considerable fraction of 
the total cost at present. If we con- 
sider nuclear fuel in a basic sense, 
then one pound of uranium. as pure 
U-235, would be equivalent to around 
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1,300 to 1,500 tons of coal. For a 
nuclear reactor, the minimum fuel 
inventory—depending upon the kind 
of reactor that is used—is generally 
said to be from five to ten pounds for 
a thermal-type reactor, but for a 
fast neutron-type reactor the mini- 
mum fuel inventory must be a good 
deal higher in order for the reactor 
to be critical, to chain react, and to 
have all the other essential proper- 
ties. 


Nuclear Fuel Costs 


A small cube of solid uranium— 
equivalent to 1,500 tons of coal on a 
Btu content basis —costs roughly 
about $20 a gram as U-235, accord- 
ing to Gordon Dean’s colleagues. 
This is, in effect, about $9,000 a 
pound. The comparative cost of such 
a cube of U-235 is, therefore, roughly 
equivalent to coal at $6 or $7 a ton. 
This price is not out of reasonable 
commercial range for many power 
applications, even though it is the 
most costly way we could utilize nu- 
clear fuel as U-235 alone. Already 
the nuclear fuel cost is cheaper than 
aviation gasoline and comparable to 
some coal costs per Btu in various 
parts of this country at some dis- 
tance from coal mines. It is a great 
tribute to the science and engineer- 
ing and industry of this country that 
under the AEC nuclear fuels are now 
being produced on a large scale at 
such low costs. 

Present nuclear fuel costs are in a 
reasonable range, and, indeed, for 
some applications to submarine pro- 
pulsion units or ship propulsion 
units—and possibly in many types of 
mobile units where weight, fuel, log- 
istics, or other factors are important 
—nuclear fuel cost is not excessive, 
and a whole range of possibilities of 
fairly economic utilization for spe- 
cial purposes opens up. As an exam- 
ple, a messenger boy might be sent 
with fuel to keep a ship or a city 
going or power conveved to remote 
areas such as deserts or north polar 
regions! Nuclear fuel has economic 
and logistic possibilities that cannot 
be discounted even in pure form. 

A much wider scope for use of nu- 
clear fuels opens up when net gain 
breeding power plants are fully de- 
veloped. The important point is that 
if we can go beyond U-235 as a pure 
fuel to utilize it with fertile mate- 
rials to produce breeding, then our 





EDISON ELECTRIC INSTITUTE BULLETIN 


fuel costs picture becomes steadily 
more attractive. If we even achieve 
less than unity breeding, or perhaps 
get back only 80 per cent as much 
new, synthetic fuel produced as we 
burn of U-235, we have already 
achieved a good deal toward reduc- 
ing fuel costs. This was indeed the 
case some time ago. But if we now 
can go over unity breeding and pro- 
duce more new synthetic fuel than 
burned or even an amount equal to 
unity, new, comparatively expensive 
fuel material will not have to be fed 
into nuclear reactors. We have only, 
in effect, to feed the fertile material, 
the 140 times more abundant U-238 
or thorium, and major reductions in 
effective fuel costs compared to coal 
become possible. 

The whole development is essen- 
tially very simple and straight for- 
ward in principle. There is nothing 
complicated about it. The problem is 
to carry it out in a practical engi- 
neering way. 


A Laboratory Bench Operation 


Major cost reductions in the re- 
actor itself and the associated re- 
processing plant are almost certainly 
possible. For example, many of us 
are convinced that the processing 
plant, which is at present exceed- 
ingly expensive, should be looked at 
in this light. The very largest single 
power plant conceivable will hardly 
burn more than one pound of pure 
U-235 a day. That is roughly equiva- 
lent to a 1,000,000-kw output operat- 
ing continuously. This means that 
the fission products will weigh ap- 
proximately .999 pounds, for we 
have converted one part in 1000 of 
the weight of this to energy if we 
completely burn it—that .999 pounds 
of fission products are produced each 
day which in a continuous system 
should be removed. I submit that a 
well-engineered system, requiring 
the removal of about this quantitv 
of material each day, about a hand- 
ful, should not take a half-mile-long 
plant as a standard oneration. This 
should be more like the equivalent 
of a laboratory bench operation. 
though it must be exceedingly well 
shielded, and. admittedlv, there are 
complicated problems that I have 
oversimplified. 

IT am approaching nuclear power 
svstems from the other extreme, de- 
liberately, to show that the engineer- 
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ing and design opportunities in this 
field are wide open. Mr. Dean would 
be the first to admit that. In fact, 
it was the whole thesis of his con- 
vention address that every phase of 
this atomic energy picture is one in 
which the experts of all types and 
all degrees have wide varieties of 
opinions. It is impossible to find any 
ten, 20, or 50 scientists and engi- 
neers who will agree completely on 
any one aspect of this. To me, how- 
ever, this situation is exceedingly 
healthy, for it is the heart of the 
whole business. It means that we 
have myriad possibilities of utilizing 
the intrinsic energy in nuclear fuels 
already released in a number of dif- 
ferent kinds of reactors, all of which 
have proponents. We have many de- 
sign types in various drafting-board 
stages and in various’ people’s 
minds, yet to be tried. All phases 
involved are wide open for ingenuity, 
invention, imagination. 

Nuclear power has these great po- 
tentialities. A wise cooperation and 
wise balance between functions of 
government and functions of indus- 
try are absolutely essential in order 
to allow this whole field the oppor- 
tunity of maturing. Above all, al- 
ways remembering that proper con- 
trol and regulations are necessary, 
we must free the ingenuity and the 
imagination of our scientists and en- 
gineers, whoever they may be, in 
whatever groups or organizations or 
industries or businesses, to exercise 
their genius and to put the money 
of their companies and their indus- 
tries into their own ideas. In this 
way we are certain to find fertile 
ground for future advances. 


Progressive Movements 


I do not mean to imply that every 
idea will be successful. I have cer- 
tain opinions, some of which I am 
sure will prove wrong, just as I am 
sure that some of my colleagues in 
the engineering field will also be 
wrong at times. But wherever a sit- 
uation so full of possibilities exists, 
somebody is sure to hit a jackpot 
here and there, and a whole series 
of progressive movements is certain 
to ensue. 

It would be disastrous if it seemed 
that there were only one _ possible 
line of useful or successful investi- 
gation. Instead of this, we have a 
large number of potential power re- 
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actors, approaches, ways in which 
both thermal energy and the whole 
gamut of processing operations may 
arise, and out of these a whole in- 
dustrial series of developments may 
prosper. 

Atomic Fuel Resources 

Way back in 1935 or so when we 
began to talk about utilizing nuclear 
reactions, some of us Were very 
optimistic. Since the war, after an 
initial period of foolish enthusiasm 
for a utopia tomorrow’ through 
atomic energy, many people have 
taken the optimists to task. For ex- 
ample, some have said there is not 
enough uranium in the world to make 
a reasonable-sized power economy 
based on nuclear fuels. Through the 
joint efforts of the commission and 
various individuals, aided perhaps 
by the incentive of competition in 
the international scene, the basic 
fuel situation and technical possi- 
bilities have been opened up. We 
are now no longer limited to an econ- 
omy which does not include uranium 
as a potential fuel. 

Walker Cisler may use figures in- 
dicating that there are probably at 
least factors of ten more nuclear fuel 
potential, compared to fossil fuels like 
coal or oil, in the world in materials 
such as U-235 and U-238 converted 
into plutonium or thorium into U-233. 
I believe, however, that today this 
even number must be taken as a figure 
of speech. The visible uranium and 
thorium supplies certainly resemble 
the “visible oil supplies” which, after 
Colonel Drake built the first oil well 
down in Pennsylvania roughly 100 
years ago, people considered inade- 
quate even to keep the lamps of this 
country burning. The oil supply was 
considered certainly too _ limited. 
Even though the visible oil supplies’ 
exhaustion has been foreseen almost 
every ten or 20 years ahead since 
that period in the 1850’s, still the 
actual oil supply available has con- 
tinued to expand. 

This does not mean that the total 
oil supply of the world is not limited. 
But if we apply the same thinking 
to uranium and if we have now un- 
covered as much uranium in this 
country and all over the world as is 
presently known to be in existence, 
then almost certainly, as we move 
forward into a uranium-powered 
economy, the supplies, the techniques 
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for processing lower-grade ores, and 
the whole economics will improve 
steadily. If we can at this time talk 
in terms of having many times as 
much uranium per day in terms of 
Btu content as we have in terms of 
coal and oil, then almost certainly 
we will be ever further ahead as we 
move into the next decades. 

I believe sincerely that we have 
something about which we may con- 
servatively be optimistic. Even now, 
compared to Mr. Cisler and the Dow- 
Detroit group, I can probably be con- 
sidered a conservative for a change. 
As Mr. Dean has emphasized, we 
have demonstrated practical power 
generation and we have proven that 
we can have net gain breeding. What 
we must support over the next five- 
to ten-year period is a careful ex- 
ploration of all possibilities: all the 
types of engineering and technical 
designs which will minimize capital 
costs and operation and maintenance 
costs. If we can talk in terms of 
U-235 being equivalent to coal at 
$6 or $7 a ton, very clearly actual 
fuel cost as part of total cost can be 
brought successively down as our 
progress toward and above unitv 
breeding continues. Almost certainly 
capital costs, which have always 
been considered excessive and much 
larger than the cost of conventional 
power plants, we believe, could in 
principle be brought even below the 
cost of conventional power plants. 
This is possible because they should 
not require anything like as much 
volume as present-day power plants. 
The new heat-exchange methods, new 
processing methods, will almost cer- 
tainly reduce these costs still further. 


Electric Industry Contributions 


If the recommendations which Mr. 
Dean and the Commission have made 
for revision of the Atomic Energy 
Act of 1946 are adopted by Congress 
in substantially the form suggested, 
it will be possible for the electric 
industry to put its funds into this 
development in a more normal, busi- 
ness-like fashion. All of us who are 
involved on all sides, government 
and industry and in _ universities, 
have not only an enormous opportu- 
nity and a stake in nuclear energy. 
but also a deep responsibility as well. 
We must all work to realize the great 
potentialities that are clearly here 
for our economy and our national 
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strength. There should be gains in 
a positive and constructive manner 
in every phase of our national life. 
Unless we are willing to accept this 
responsibility and this challenge and 
move forward to it, we will be dere- 
lict in our duty as citizens. 

Our industrial economy, the pro- 
duction of energy and the by-product 
of fissionable fuei are symbols of our 
national strength. If we are to maxi- 
mize our strength in this country, 
we need the imagination and the 
contributions of all those who have 
the ability and the opportunity to 
contribute. 

One word of warning. While the 
future is conservatively hopeful, 
there is a long pull ahead. There is 
danger that the strong program of 
the AEC might be seriously cut and 
the progress of the nuclear energy 
field dangerously retarded in the ex- 
pectation that industry would imme- 
diately pick up the development load. 
There will need to be major support 
by the government for a long time 
to come as industries gradually build 
up their development contributions. 
I hope we are wise enough to recog- 
ize the cooperative role that all must 
play. 


Developments in 
Transporting Energy 
(Continued from page 276) 


of companies to provide the capital 

to construct large power plants and 

transmission lines to serve atomic 

plants would extend the limits of 

economic transmission distances. 

Finally, the industries in the busi- 
ness of transporting raw fuels should 
be in position to meet the competition 
of long-distance electric transmission 
except for certain special conditions. 
On the other hand, electric companies 
must assure themselves as definitely 
as possible that transportation costs 
will not rise beyond economic bal- 
ancing points in the near future be- 
cause they, in effect, can secure long- 
time fixed rates by making the neces- 
sary transmission investments. This 
assurance is outside of the scope of 
engineering analysis. The course to be 
followed in each specific case will re- 
quire business judgment of the high- 
est order. 
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The electric industry’ s responsibility ee 


The Development of Atomic Energy 


as a Source of Electric Power 


Walker L. Cisler 
President, The Detroit Edison Company 


An address before the Twenty-First Annual Convention of the Edison Electric Institute, 


N DISCUSSING potential use of 
atomic or nuclear fuels for gen- 
eration of electric power and other 

heat energy requirements, I first wish 
to express appreciation for the vital 
part the Atomic Energy Commission, 
its members, and staff have had in 
bringing this new development to its 
present state in so relatively short 
a period. Theirs has been a great re- 
sponsibility of which I believe our in- 
dustry should well be conscious. It has 
been my privilege since 1947 to have 
seen much of this first hand, and it 
has been a pleasant and constructive 
opportunity for me personally, and I 
hope for others also. 

The commission came into being in 
November, 1946, and on January 1, 
1947, assumed a complex organization 
hurriedly built up as a wartime neces- 
sity and devoted almost entirely to 
military matters. And there were 
many both within and without that 
wartime group who then came under 
the commission’s responsibility, who 
fervently believed that atomic energy 
development should continue under 
control of the military to preserve 
strict secrecy. 

During intervening years, the com- 
mission has discharged its responsi- 
bilities wisely and well. It has recog- 
nized the fact that inevitably atomic 
energy must be an important factor 
in our industry and in our civilian 
lives, and it provided research facili- 
ties and carried on research toward 
that end. 

Gordon Dean became chairman of 
the commission in July, 1950, follow- 
ing the four-year term of David 
Lilienthal. Under his capable guid- 
ance, earlier work begun by the initial 
commission has advanced rapidly 
toward the goal of peacetime indus- 
trial and civilian utilization. Today, 
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radioisotopes are being used widely 
in many fields of endeavor—agricul- 
ture, medicine, metallurgy—and we 
are approaching the point where use 
of atomic fuels for generation of elec- 
tric power may be accomplished on a 
competitive commercial basis. 

Of greater significance, however, 
has been the realization by the com- 
mission that if atomic energy is to 
take its proper place in our industrial 
and civilian economy, then competitive 
industry must enter into the develop- 
ment and bring its vast capabilities 
into the effort. This position has been 
repeatedly announced by the commis- 
sion and we understand that its rec- 
ommendations for proposed amend- 
ments to the Atomic Energy Act 
toward this end have been presented 
to the Congressional Joint Committee 
on Atomic Energy. One bill to this 
effect was introduced in the House of 
Representatives on April 20. 

We have been fortunate in the devel- 
opment of atomic energy—fortunate 
that we and not the enemy first per- 
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fected its use as a military weapon. 
We have been equally fortunate in the 
Atomic Energy Commission’s wise ac- 
tion under leaders like Chairman 
Dean, who so well recognize our Amer- 
ican way of life and the need to pre- 
serve and continue that way, even 
with such a controversial matter as 
atomic energy. 

Presentations showing that nuclear 
fission had opened up a new source of 
heat energy appeared in the technical 
journals as early as 1938. These were 
based on experiments carried on over 
a long period by scientists in Europe 
and the United States. 

Because of the extremely compli- 
cated processes involved in releasing 
that heat energy, and the secrecy 
which was imposed, voluntarily at first 
and later by our government as a war- 
time necessity, industry has been 
handicapped in comprehending the full 
impact of that discovery. 

When the tremendous extent of the 
energy which can be released by 
nuclear fission was demonstrated by 
the first atomie bombs, the peoples of 
the world were deeply disturbed. Sub- 
sequent publicity led many to believe 
that we could expect an unlimited in- 
crease in the availability of energy in 
all forms, and fantastic new uses for 
this energy were predicted. 

At present, eight years after the 
first atomic bomb, the outlook is be- 
coming somewhat more realistic. The 
nature of energy from nuclear fission 
has been more clearly defined and 
some problems of utilizing this energy 
for peacetime civilian and industrial 
purposes are reasonably well under- 
stood. The veil of mystery is being 
lifted. 

One immediate practical use of the 
potential heat available in atomic 
fuels now seems to be the generation 
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Fig. 1—Comparison of Cost of Coal with Detroit Edison Revenue from Sale of 
Electricity. 


of steam, which can be used either 
for industrial heat processing or gen- 
eration of electric power. Other pos- 
sibilities are being thought about but 
as yet nothing equally practical has 
developed. 

It follows, therefore, that the elec- 
tric industry has both a fundamental 
interest and a definite responsibility. 
In making this statement and those 
which follow, I do so as an individual 
in a sincere endeavor to bring the 
whole matter into form and to help 
make clear the steps which must be 
taken before the heat from atomic 
fuels can become an important factor 
in industrial and civilian activities. 


Thermal Generation 

From the standpoint of electric 
power, we should realize that approxi- 
mately 74 per cent of all electric 
power used in the United States is 
produced by thermal generation and 
that thermal generation will be used 
more and more as time goes on. This 
is true for two main reasons; first for 
the strict economic sense and, second, 
because hydraulic resources are not 
extensive in much of the country. 
Those sites remaining are mostly in 
remote areas and therefore have a 
limited economic value. Even though 
there has been a tremendous increase 
of large hydroelectric installations 
built with public funds in recent years, 


the portion of electric energy gener- 
ated by hydraulic energy in the United 
States has decreased in the past three 
decades from 38 per cent to 26 per 
cent. 

Fuel resources in this country are 
abundant. Consequently, use of fuels 
for thermal generation has not been a 
problem. Areas more distant from 
coal mines or other fuel sources obvi- 
ously incur a transportation cost dif- 
ferential; but, in any event, fuel has 
been readily available and will con- 
tinue to be so for many years ahead. 
Substantial increases in the cost of 
fuel, however, have created an eco- 
nomic problem in the cost of gener- 
ating electric power. This is _ illus- 
trated by Fig. 1. 

There are those parts of the world 
which do not enjoy the same degree 
of abundance of fuels, where energy 
resources are a critical matter. The 
Netherlands, Belgium, Italy, Brazil, 
Argentina, face particularly severe 
situations. Other countries which 
have large hydro resources, such as 
Norway, Sweden, Switzerland, and 
Austria, suffer troublesome economic 
problems because of lack of fuel 
needed to provide low cost heat for 
industrial processes and to permit a 
reasonable balance between thermal 
and hydro generation. 

In addition, water power resources 
of many European nations which de- 
pend largely on hydraulic energy are 
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rapidly becoming fully developed. Data 
assembled by the Power Section of the 
Economic Commission for Europe 
(United Nations) indicate that with 
the present rate of expansion in the 
use of electricity, Italy will have used 
up a large part of its hydro resources 
in 12 years and Switzerland, in 15 
years. These are economic matters 
which give great urgency and incen- 
tive to development of atomic mate- 
rials as a fuel. 


Atomic Energy Resources 

Atomic fuels present a vast new 
source of heat energy. Data from 
studies sponsored by the Atomic En- 
ergy Commission indicate that urani- 
um and thorium, the two most impor- 
tant elements involved, are widely 
scattered in ore deposits throughout 
the world. Although the ore in most 
cases contains only small percentages 
of these elements, it is estimated that 
at least 25,000,000 tons of uranium 
and 1,000,000 tons of thorium can be 
recovered economically. 


Scientists tell us that under op- 
timum conditions, one pound of ura- 
nium can furnish the same amount 
of heat energy as 1300 tons of coal 
and that under these conditions the 
heat energy available in the economi- 
cally recoverable nuclear fuels is ap- 
proximately 23 times as great as that 
available in the estimated fossil fuel 
deposits of the world. This is shown 
in Fig. 2, page 289. 

Initial development of atomic en- 
ergy came largely through research 
in university laboratories here and in 
Europe, with European scientists con- 
tributing very substantially. 

As a wartime necessity, this devel- 
opment was taken over in 1942 by our 
government and the governments of 
our allies and carried forward under 
the cloak of great secrecy until the 
Hiroshima bomb explosion in August, 
1945. Since January, 1947, atomic en- 
ergy developments in the United States 
have been carried forward as a gov- 
ernment monopoly under the Atomic 
Energy Commission, in accordance 
with provisions of the Atomic Energy 
Act of 1946. For national security rea- 
sons the retention of the policy of 
secrecy has been deemed essential and 
has been continued. 

Atomic energy developments also 
have been carried on by other friendly 
nations, including Canada, Great Brit- 
ain, France Norway, Sweden, Switz- 
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erland, Belgium, The Netherlands, and 
Brazil. In most of these countries 
efforts have been directed largely 
to peacetime civilian and industrial 
applications. 

Although the primary considera- 
tions in the development of atomic 
energy in the United States up to now 
have been military problems, substan- 
tial effort has been devoted to possible 
peacetime uses. This is particularly 
true with respect to radioisotopes 
which are used in many important 
ways. There has been an increasing 
effort to develop use of the heat en- 
ergy potentialities of atomic mate- 
rials within the last two or three 
vears so that now the matter has as- 
sumed great importance. We can sum- 
marize the situation as follows: 

1. The cost of heat energy in atomic 
fuels will be exceedingly low as com- 
pared with the cost of heat energy in 
conventional fuels. The nominal cost 
of one pound of uranium, having the 
heat equivalent of 1300 tons of coal is 
$35. It is thought that these atomic 
fuels may ultimately supplement pres- 
ent fossil fuels for some purposes, but 
it is not anticipated that they will sup- 
plant the use of conventional fuels. 

2. It is physically possible now to 
generate steam for use in industrial 
processes and for the generation of 
electric power, using atomic fuels, if 
cost is not a first consideration. Test 
installations have been made at the 
Experimental Breeder Reactor at 
Arco, Ida., and the Homogeneous Re- 
actor at Oak Ridge, Tenn., but full- 
sized reactors for the generation of 
electric power on a commercial basis 
have not been completely designed or 
built. 

3. Atomic-powered engines for two 
submarines have been designed and 
one full scale prototype installation is 
now undergoing tests. 

4. Development work on atomic- 
powered engines for a large naval 
vessel and an aircraft has been under 
way for some time. 

5. Several industrial teams, under 
contracts with AEC, have made feasi- 
bility studies and all have reported 
(a) that the use of the heat of nuclear 
fission for the generation of electric 
power does appear to be practical, 
and (b) that substantial development 
is necessary before such power could 
be competitive commercially. 

6. Several studies and projects are 
under way in which the objectives are 
to complete the preliminary design of 
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reactors and their necessary appurte- 
nances intended for commercial gen- 
eration of electric power. 

7. There is real and urgent need to 
carry this development forward. No 
one knows exactly what future devel- 
opments may bring, but the accom- 
plishment of practical industrial ap- 
plications very probably will have 
important effects on the economic 
advances of our country and perhaps 
upon our national security. 

8. This development could be car- 
ried forward by AEC at government 
expense under the present Atomic 
Energy Act or it could be carried for- 
ward by private industry using pri- 
vate capital, without great expense to 
government, if the present law is 
modified in several important respects. 

9. Although great advances have 
been made, atomic energy develop- 
ment is still in its beginning and a 
great amount of research and develop- 
ment remains. The National Labora- 
tories of AEC are the only facilities 
now available for much of this re- 
search, which would contribute both 
to our national security and to the 
economic advance of our country. Con- 
tinued use of those laboratories in 
this effort is essential. 

As stated previously, the develop- 
ment and construction of full-sized 
power reactors for the generation of 
electric power, in a broad sense, could 
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be carried out (1) by private indus- 
try using private capital; (2) by the 
government, presumably by AEC, 
using government funds, or (3) by 
joint ventures in which both private 
industry and government would par- 
ticipate. 


Private Industry’s Responsibility 

In an economy like ours, based upon 
competitive enterprise, it is the re- 
sponsibility of private industry to 
develop new scientific discoveries for 
the benefit of all. There are countless 
examples of this in minerals, trans- 
poration, petroleum, communications, 
medicines, agriculture, and industry 
in general. 

While atomic energy has unique 
properties and far-reaching implica- 
tions, fundamentally it is a new re- 
source to be developed and put to work 
in the effort to lessen the physical 
burden on mankind. This clearly is 
the responsibility of competitive in- 
dustry. Because the most promising 
use of atomic energy is in the gener- 
ation of electric energy, the electric 
power industry, I believe, has not only 
a great responsibility but also a great 
opportunity. 

If we look back for a moment we 
are aware that the electric power in- 
dustry is the result of events that 
have taken place over a very long time. 
Man has known fire or heat energy 


Source of Unit Total 
Data Enerqy Enerqy Btu 
Weeks and 6.4 x 10° 35 x 10" 
Moulten 


American Petro- 6.4 x 10° 0.74 x 10" 
leum Institute 
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1000 Btu 6x 10" 
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Amerieon Gas 
Association 


Bureau of Mines 13,500 Btu 722 x 10" 
14,000 Btu 
9,000 Btu 
80 x 10'S 
Raw Materials 3.5 x 108 1700 x 10'S 
Division of AEC at ltol 
Breeding 
Raw Materials 3.5 x 106 71 x 10'S 
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for many thousand years. Probably 
the first industrial uses of fire were 
in prehistoric times to produce metals 
used for weapons. Although Hero 
built a primitive steam turbine in 130 
B.C., it was not until Watt developed 
the first practical steam engine in 
1769 that heat energy was harnessed 
to accomplish useful work. 

Developments in the use of heat 
energy have come with increasing ra- 
pidity: steamships, locomotives, im- 
proved steam engines, internal com- 
bustion engines, modern steam, and 
gas turbines. These are the work and 
result of competitive industry and 
they have done much to give us tre- 
mendous industrial strength. Our un- 
excelled electric power systems, our 
abundance and exceedingly large use 
of electric power are some of the truly 
significant factors of that industrial 
strength. 

Our present electric power position 
did not just happen. It was brought 
about primarily by competitive indus- 
try that had an opportunity to engage 
in our economic advancement and a 
responsibility to perform one of the 
important services which has made 
that advancement possible. 

Those responsibilities of the elec- 
tric power industry continue. Suffi- 
cient power supply must be provided 
for the areas served. New discoveries 
must be studied, developed, and adopt- 
ed so that service is provided at the 
lowest possible cost consistent with 
sound business practices. 

Atomic energy, or atomic fuels, offer 
a new source of heat energy which can 
be used to generate electric power. 
The problems are difficult and eco- 
nomic results may not be achieved for 
years to come. The efforts will be 
costly, but probably not as large as 
they might seem. Technical and eco- 
nomic problems will tax our human 
ingenuity but they must and will be 
solved. 

It is the responsibility of the elec- 
tric power industry to study and de- 
velop these possibilities in the same 
manner and with the same enterprise 
it developed the modern high-temper- 
ature high-pressure steam generators 
and turbines and high-voltage trans- 
mission lines. 

The Atomic Energy Act of 1946 
was an interim measure, intended to 
provide security until world condi- 
tions became stabilized and until the 
nature of atomic energy as a factor in 
our peacetime economy was more 
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clearly established. Under this Act 
practically all atomic energy develop- 
ment to date has been by the govern- 
ment, although many of the activities 
have been performed by private indus- 
try under contract with the Atomic 
Energy Commission. There are those 
who believe this situation should con- 
tinue. With some, this feeling is the 
result of genuine concern over defense 
and national security. Others believe 
that because the government has spent 
vast sums for the development, it 
should continue the monopoly for the 
benefit of “‘all the people.” In other 
words, knowingly or otherwise, they 
are advocating a definite move toward 
socialism. 

From past experiences we would 
expect that government development 
of atomic energy for commercial gen- 
eration of electric power would result 
in the following: 

1. Long time period of accomplish- 

ment. 

2. Higher cost of accomplishment. 

+. Greater expenditures by govern- 
ment. 

1. Further extension of government 
in the area of private business. 

5. Lessening of opportunity for the 
engagement of competitive in- 
dustry. 


Joint Ventures 

Proposals for joint ventures of vari- 
ous kinds have been suggested for 
development and construction of reac- 
tors for generation of electric power. 
The considerations supporting these 
proposals are not important to this 
discussion. 

However, it is reasonable to believe 
that there are mutual aspects to the 
forward development for the utiliza- 
tion of atomic fuels. Certainly it will 
be necessary to use results of research 
already completed in our National 
Laboratories. Furthermore, much re- 
search currently in progress is directly 
related to large heat power reactors. 
A vast extent of additional research is 
needed before such reactors can be 
made commercially competitive. The 
research would benefit not one single 
effort, but rather the entire effort. 
Each development and advance, large 
or small, would be a step forward in 
the broad accomplishment of bringing 
atomic energy to what we hope is its 
ultimate useful place in our day-to-day 
economy. 

In looking to the future, we should 
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keep in mind that atomic energy as a 
science is still in its beginning. We 
have come a long way since the key 
to nuclear fission was finally found in 
1939, but still we must solve even 
greater problems in putting this new 
resource to practical civilian uses. 

We will not be able to determine 
what we can do with atomic fuels until 
we have built full-sized power reac- 
tors, tested their operation, and had 
opportunity to study and develop pos- 
sible uses for products of such reac- 
tors. 

Many scientific and technical prob- 
lems yet to be resolved are of concern 
chiefly to government, largely in the 
field of weapons. Others are related 
primarily to industrial and civilian 
applications. It is recognized, how- 
ever, that all of these problems are 
definitely inter-related and cannot be 
completely separated. For example, 
chemical or metallurgical processes to 
simplify refinement of fissionable ma- 
terials for weapons would be impor- 
tant in connection with reactors for 
industrial applications. 

Atomic energy development, there- 
fore, should be carried forward on two 
broad fronts; one involving those mat- 
ters of primary importance to gov- 
ernment, and the other’ involving 
matters of greatest concern to indus- 
try. There should be the closest co- 
operation and coordination between 
the two efforts to avoid duplication 
and to assure that maximum results 
are obtained. In this way we should 
move forward rapidly and effectively. 

From the standpoint of industry, 
and the electric power industry in par- 
ticular, we should regard atom#<\ma- 
terials as a new source of heat energy 
—a new fuel which may in the future 
effectively supplement present energy 
resources, keeping fully in mind that 
the value of fission products has a 
most important role in economic con- 
siderations. 

Because the cost of fuel in many 
parts of the United States is one of 
the major components in the cost of 
generating electric power, electric 
power systems should undertake fur- 
ther study and development of this 
new energy resource. Though the 
initial efforts may not prove the com- 
mercial success of atomic fuels, we 
should develop the technical aspects as 
rapidly as possible. The restricted 
energy situation in many parts of the 
world, and our position in world lead- 
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ership, give added urgency to this 
effort. 

The matter of fission products and 
their probable value and use cannot be 
passed over. Many of the problems 
involved concern security matters, but 
there is a real possibility that impor- 
tant uses will be found. Certainly the 
plutonium which could be produced in 
a breeder reactor would have substan- 
tial value as a fuel. Possible uses for 
other products have not been fully 
studied and until commercial reactors 
are built, and these products become 
available, this facet of the develop- 
ment cannot be fully explored. 

The industry should continue to face 
this development with broad interest 
and effort. A single project carried 
to completion will not suffice. Prefer- 
ably there should be several indepen- 
dent projects carried forward simul- 
taneously, each guided by interested 
and responsible executives, experi- 
enced in the engineering, financial, 
legal, and administrative aspects of 
the electric power industry. Competi- 
tion between groups will bring more 
of industry’s talents into the over-all 
effort; it will produce creative think- 
ing and speed the ultimate accom- 
plishment. 

When the present study, early re- 
search, and design phases are com- 
pleted, and if these indicate that use 
of nuclear fuels could be competitive, 
with proper credit accruing for reac- 
tor products, the electric industry 
should actually carry out the construc- 
tion, testing, and operation of full- 
sized reactors. It is only by building 
and operating such reactors that we 
will have opportunity to gain the need- 
ed experience in reactor technology 
or will have available fission products 
in sufficient quantities to determine 
how these materials may be put to 
commercially useful purposes in the 
market place. 

This construction, testing, and ex- 
perimentation, of course, will require 
the expenditure of substantial sums 
of money. This should be regarded in 
the same light as other research and 
development efforts, which have been 
continuously carried on since the be- 
ginnings of the industry, now nearly 
three-quarters of a century old. 

If directed effort is exerted, initial 
projects could come into service with- 
in ten years, and perhaps sooner. The 
first installations obviously will be ex- 
perimental and exploratory, but they 
will help solve many problems. These 
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installations may be complete gener- 
ating stations or may consist of. only 
the reactors and necessary appurte- 
nances which would permit thorough 
tests of the reactors and their opera- 
tion. Certainly such reactors would 
be so designed and constructed that 
electric generating facilities would be 
added as technology and _ econom- 
ics justify. Succeeding installations 
should be improved units. It is rea- 
sonable to expect proven workable 
installations within ten to 15 years. 


Cost Considerations 

Perhaps the most important con- 
sideration in carrying forward such 
a program is the matter of costs and 
by whom these costs should be borne. 
I have indicated that I believe devel- 
opment of atomic fuels for the gener- 
ation of electric power is rightfully 
the responsibility of the electric in- 
dustry. It follows, therefore, that the 
electric industry should largely as- 
sume the costs of the development. 
The industry, in this sense, includes 
not only electric power systems them- 
selves, but also power equipment man- 
ufacturers, the engineering and con- 
struction fields, power consumers, and 
others who are interested in main- 
taining high standards of electric 
service at the lowest practical costs. 
All of these should benefit from the 
development and all should share in 
the undertaking. 

In the matter of research and devel- 
opment, there are areas where the 
problems of interest to government 
and those of interest to industry can- 
not be completely delineated. These 
matters, in most instances, can be 
studied only with unusual facilities 
as are available in the AEC National 
Laboratories alone. The results of 
these studies would be of value to the 
entire atomic energy development. 

Much of this work justifiably could 
be undertaken by government, but 
this is not necessarily the case. While 
the costs in question might be sub- 
stantial, they would represent only a 
small part of either the total AEC 
budget, or the total cost of a practical 
reactor project. Certainly, this is a 
matter of proper understanding. 

it is well recognized that the Atomic 
Energy Act of 1946 provides a gov- 
ernment monopoly in the field of 
atomic energy. If private industry is 
to engage freely and actively in this 


ELECTRIC INSTITUTE BULLETIN 


Page 291 


development, it is essential that rights 
of ownership be given to private in- 
dustry, so that there may be normal 
opportunity to recover investments 
and to profit from efforts. This is the 
usual practice which makes it possible 
for business and industry to exist and 
expand. 

Thermal electric power generating 
stations ordinarily have an economic 
life in excess of 25 years. Those in- 
vesting private capital in a plant to 
use atomic fuels would need to know 
that they could have full control of 
the plant for its useful life. They 
would need to know that they could 
obtain the necessary atomic materials 
for fuel and could sell or dispose of 
fission products through the normal 
channels of commerce. 

To bring about these conditions the 
Atomic Energy Act should be amend- 
ed to permit private enterprise to do 
the following: 

1. To build, own, and operate atomic 

energy plants. 


bo 


To acquire, own, and dispose of 

fissionable materials. 

3. To acquire, own, and dispose of 
source materials. 

4. To sell and distribute end prod- 
ucts and by-products produced in 
an atomic energy facility. 

5. To obtain licenses from the 
Atomic Energy Commission sub- 
ject only to the requirement that 
operations thereunder be con- 
ducted in compliance with con- 
ditions set forth in the license, 
in accord with standards to be 
prescribed by the Act. 

6. To attain normal patent and 
trade secret protection subject 
only to full disclosure to the com- 
mission for its own use for pur- 
poses of protection of national 
security. 

The national security and safety 
aspects of the atomic energy situation 
are fully recognized in suggesting the 
above modifications of the law. Ob- 
viously, present security regulations 
create difficult situations. We have not 
found these intolerable and believe it 
possible to continue under present 
conditions. Licensing arrangements, 
subject to cancellation only for failure 
to comply with terms of the law, could 
assure that fissionable materials and 
classified information do not pass into 
possession of unfriendly hands. 

I wish to emphasize that the elec- 
(Continued on page 294) 
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n September, 1952, a Special Com- 

mittee on Atomic Energy was ap- 

pointed at the Edison Electric 
Institute Presidents’ Conference in 
New York. This committee was com- 
prised of Philip Sporn, Chairman, 
James B. Black, Walker Cisler, and 
J. W. McAfee, all of whom have been 
taking an active interest in the fur- 
therance of this country’s atomic 
power program. In accordance with 
the recommendation of the Special 
Committee, the Edison Electric Insti- 
tute Board on February 25, 1953, ap- 
pointed a Standing Committee on 
Atomic Power, with instructions to 
report at the annual EEI convention. 
That report follows. 

The electric power industry has an 
important interest in the plans and 
operations of the Atomic Energy 
“Commission regarding the production 
of fissionable materials for several 
reasons. To begin with, these activ- 
ities, and particularly the gaseous 
diffusion plant operations, require 
very large quantities of electric 
power to the point where the Atomic 
Energy Commission is today the 
world’s largest single user of elec- 
tric energy. In the case of the gase- 
ous diffusion plant at Paducah, Ky., 
five investor-owned companies formed 
Electric Energy, Inc., which will sup- 
ply 6,000,000,000 kwhr a year, or 38 
per cent of the required electric en- 
ergy; the balance will be supplied by 
the Tennessee Valley Authority. In 
the case of the gaseous diffusion 
plant. under construction at Ports- 
mouth, Ohio, 15 electric power com- 
panies combined to form Ohio Valley 
Electric Corp., which will supply the 
total requirements of 15,000,000,000 
kwhr per vear. 

The electric power industry has a 
further special interest in the plans 
and program of the Atomic Energy 
Commission for developing atomic 
power. This derives from the pros- 
pect of utilizing atomic power eco- 
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nomically at central stations, with 
fissionable materials replacing con- 
ventional fuels, and nuclear reactors 
and heat transfer systems replacing 
conventional Commercial 
utilization of nuclear energy in this 
manner could result in important 
conservation of the nation’s reserve 
of fossil fuels, a highly desirable 
long-range objective. Moreover, this 
potential source of fuel may ultimate- 
ly provide means for reducing fuel 
costs at central stations. Exploring 
this source of fuel thus would appear 
to be an integral part of the everyday 
activities of our industry in seeking 
to lower fuel costs—conventional or 
otherwise—for the continuing benefit 
of the public. 

Another area of special interest to 
the electric power industry regard- 
ing atomic energy relates to the re- 
sponsibility and obligation of free 
enterprise and private capital to fur- 
ther the development of nuclear 
power sources and the related pro- 
duction of fissionable materials. In 


boilers. 


this way we can possibly take part in 
devising more economical methods of 
producing fissionable materials for 
national defense, and also assist in 
creating continuing production of 


Page 292 


and a commercial market for these 
products. 

We are, of course, aware of the 
great national prestige that this 
country would obtain if it should suc- 
ceed in becoming the first nation to 
produce electric energy from nuclear 
fuel on a commercial basis. Likewise, 
we recognize that in order that our 
customers may share in the benefits 
of commercial application of atomic 
power to electricity production, if 
achieved, the development of this im- 
portant energy source must have the 
active support and leadership of com- 
petitive enterprise. 

In light of the stimulation that the 
subject of atomic power for commer- 
cial use has been receiving lately, 
and its prospective potential develop- 
ment, the problem facing power in- 
dustry members, and _ particularly 
electric power companies, has been to 
appraise what can be done within 
the limitations of the Atomic Energy 
Act of 1946, which restricts owner- 
ship of fissionable materials and fa- 
cilities for producing them to the 
Federal government. 

Soon after passage of the McMahon 
Act, our industry began to study and 
take part in the Atomic Energy Com- 
mission’s program. In 1951 the com- 
mission accepted into the program 
four industrial groups for the pur- 
pose of studying the practicability of 
private investment in the nuclear 
power field. Each group is managed 
or co-managed by an investor-owned 
utility company. A fifth group re- 
cently was authorized and has initi- 
ated activities. 

Last vear the four original groups 
reported their initial findings to the 
commission and one group has been 
authorized to proceed with the sec- 
ond stage of its study, consisting pri- 
marily of developing a nuclear reac- 
tor to produce power. The two 
primary participants in this group 
have been empowered to have asso- 
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ciated with them 25 additional com- 
panies in connection with this proj- 
ect. Of these companies, 18 are elec- 
tric power companies. 

The Atomic Energy Commission 
has stated publicly that other com- 
panies able to contribute to develop- 
ment work on this project may be- 
come associated with it, with the 
commission reserving the right to 
designate or approve additional asso- 
ciated companies. Should more com- 
panies than can be accommodated de- 
sire to join this particular project, 
the commission would consider their 
affiliation with other existing study 
teams or the creation of new teams. 
Thus, within present limits of the 
McMahon Act, an opportunity exists 
for bringing into this new field still 
more separate units of the electric 
power industry which may wish to 
participate. 

As progress is being made along 
these lines, numerous business and 
government leaders are seeking re- 
vision of the Atomic Energy Act to 
permit industry to own fissionable 
materials and facilities for the pro- 
duction and utilization of such mate- 
rials, to deal fairly with patent pro- 
tection for new developments, etc. 
These leaders advocate that consid- 
erably broader participation and use 
of private capital in the atomic power 
program would result if handicaps 
existing under the present law were 
removed. 

Many industries other than the 
electric power industry have a legiti- 
mate interest in commercial develop- 
ment of the atom. Outstanding among 
these are the mechanical and elec- 
trical equipment industry and the 
chemical industry. It needs to be 
pointed out, however, that both of 
these industries, to a greater extent 
than the power industry or industry 
in general, are now participating in 
the atomic program either as private 
enterprisers or as contractors to the 
commission on a cost, cost-plus fee, 
or cost-plus profit basis. It should 
be emphasized that all of these 
groups, highly important as they are 
to the national economy, basically 
are differently constituted with re- 
gard to one or two important ele- 
ments of participation in atomic 
power. We refer to the question of 
keeping secret their operations from 
their competitors, and to patents. 

With regard to both of these fac- 
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tors, the power industry is unique. 
Having a traditionally long-standing 
lack of interest in patents, the indus- 
try is known for its complete disclo- 
sure of plans, specifications, methods, 
procedures, and experience for the 
benefit of the public. 

In speaking of other industries, it 
may be appropriate to point out that 
the National Association of Manu- 
facturers has been actively follow- 
ing the atomic energy program and 
has committees hard at work on the 
subject. A new, important associa- 
tion in the field is The Atomic Indus- 
trial Forum, Inc., which expects to 
have as members a number of lead- 
ing companies and service organiza- 
tions active or interested in atomic 
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energy work. ‘The goals of this or- 
ganization may be summarized brief- 
ly as “bringing together in one place 
information so that there can be an 
advancement of understanding of the 
technical, the legal, the economic, and 
the managerial problems which are 
involved.” 

The National Association of Rail- 
road and Utility Commissioners now 
has a committee studying problems of 
regulation arising from participation 
by the electric power industry in 
atomic power development. 

In addition, the Bar Association of 
the City of New York has for several 
years had an active committee on 
atomic energy working in consulta- 
tion with representatives of the Joint 








Text of Mr. Sammis’ Letter to the AEC 


The following is the text of a letter, dated June 4, 1953, sent to the U.S. 
Atomic Energy Commission by Walter H. Sammis, newly-elected Presideni 
of the Edison Electric Institute. 


TP.HE large segment of the investor-owned electric power industry represented 

by membership in the Edison Electric Institute wishes to express to the Atomic 
Energy Commission its active and legitimate interest in atomic power prospects 
and development of these by the electric power industry for the benefit of the 
public. 

The commission is, of course, familiar with the substantial efforts of the 
electric power industry in supplying large quantities of energy to many of the 
commission’s installations. In addition, the industry desires to develop fully the 
possibilities of commercial use of nuclear energy in power production with a 
long-term view toward reducing fuel costs as well as conserving the nation’s 
reserve of fossil fuels. Moreover, the industry is desirous of aiding in the develop- 
ment of more economical means of producing fissionable materials and in creating 
a continuing commercial market for these products. 

As early as 1946, the electric power industry set up a Commitee on Appraisal 
to explore this subject. At the invitation of and with the full cooperation of the 
commission, four utility teams have carried out appraisal programs, one of which 
has been expanded to include a large number of electric utility companies. In 
the same manner a fifth study group recently was formed. 

A number of power companies have personnel assigned to various national 
laboratories—the Argonne National Laboratory, the Knolls Atomic Power Labora- 
tory, the National Reactor Testing Station. the Oak Ridge Institute of Nuclear 
Studies, etc—and the industry is spending considerable sums of money in this 
work. 

From its long experience in power development, the industry has available 
qualified personnel to participate in the adaptation of atomic energy to power uses. 

The industry favors every effort toward advancing the solution of problems 
involved in developing commercial and economical atomic power. The industry 
is appreciative of the attitude of the commission in encouraging additional com- 
panies, which can make a contribution to development work on atomic power 
projects, to become associated with existing study groups or to apply for the 
formation of new groups. 

While at the present time the success of the atomic power program seems to 
be best assured by individual companies or groups working with the commission, 
the industry also is prepared to attempt to work out the handling of matters 
relating to the development of atomic power on an industry-wide basis. The 
industry traditionally has shared the experience and information gathered by any 
one member with all other members for the benefit of the public. Historically. 
this same attitude has prevailed in our dealings with the many branches of engi- 
neering and manufacturing associated with the electric power industry. 

To maintain and strengthen industry-wide relations with the Atomic Energy 
Commission, and with other industries participating in the atomic power develop- 
ment program, the Edison Electric Institute has established a standing Com- 
mittee on Atomic Power. This committee stands ready te meet with you and to 
lend assistance to the commission in furthering these developments. 
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Congressional Committee on Atomic 
Energy and of the Atomic Energy 
Commission itself. 

The EEI Standing Committee on 
Atomic Power believes that a definite 
and firm approach should be made to 
the Atomic Energy Commission by 
that part of the electric power indus- 
try for which the Edison Electric 
Institute can speak. 

The object of this approach is: 

1. To assure the commission of the 

industry’s legitimate and active 

interest in the development of 
atomic power; 

2. To point out to the commission 
that the industry, from its long 
experience in power develop- 
ment, has available qualified 
personnel to participate in the 
adaptation of atomic energy to 
power uses; 

3. To obtain a full opportunity for 
the industry to maintain a posi- 
tion so that members of the in- 
dustry can singly, in groups, or 
as an industry, participate ef- 
fectively in the development of 
atomic energy for power genera- 
tion; and 

4. To request that the commission 
continue to cooperate with and 
assist those firms in the public 
utility industry which are now 
or may later become actively en- 
gaged in atomic power studies. 

The committee recommends that a 
letter embodying these principles be 
sent by the Edison Electric Institute 
to the Atomic Energy Commission 
and that a copy be sent to the Joint 
Congressional Committee on Atomic 
Energy. 


Committee Members 

J. B. Black, President, Pacific Gas and 
Electric Co. 

W. L. Cisler, President, The Detroit Edi- 
son Co. 

George M. Gadsby, President, Utah 
Power & Light Co. 

Allen S. Kinz, Executive Vice President, 
Northern States Power Co. 

E. L. Lindseth, President. The Cleveland 
Electric Illuminating Co. 

J. W. McAfee, President, Union Electric 
Co. of Missouri 

C. B. McManus, President, The Southern 
Co. 

I. L. Moore, President, New England 
Electric Svstem 

R. G. Rincliffe, President, Philadelphia 
Electric Co. 

H. R. Searing. President, Consolidated 
Edison Co. of New York, Inc. 

Philip Sporn, President, American Gas 
and Electric Co. 

Edgar H. Dixon, Chairman, President, 
Middle South Utilities. Inc. 
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Building Profitable Load 


(Continued from page 254) 


In the five-year period from 1942 
to 1947 this system showed an in- 
crease of from 1543 to 2319 kwhr per 
year per residential customer, an 
increase of 776 kwhr over the five- 
year period or an average of 155 
kwhr per year. In the five years from 
1947 to 1952 the kilowatthours per 
residential customer increased from 
2319 to 4106, an increase of 1787 or 
an average of 357 kwhr. This is an 
accomplishment so outstanding that 
it deserves further study. 

An analysis of the monthly sales 
by classes of customers shows that 
whereas the sales were fairly uni- 
form throughout the year in 1942, the 
variation between summer and win- 
ter in 1952 is very pronounced. The 
sales to all classes of customers in 
1952 were higher in the winter than 
in the summer, although this condi- 
tion was most pronounced in the resi- 
dential classification. Residential 
sales in December were 226.6 million 
kwhr, or 81.1 per cent, higher than the 
sales in July. The total sales in De- 
cember were 288.8 million kwhr high- 
er than in July (see cut, p. 295). 

Of course, the system referred to 
is the TVA. The saturation of elec- 
tric house heating in 1942 was less 
than 1 per cent. Certain parts of 
that system, notably Memphis, have 
attempted to discourage house heat- 
ing, but other components of the sys- 
tem have allowed the load to grow 
without direction and without proper 
rate design. As a result, the satura- 
tion of electric house heating reached 
between 8 and 10 per cent in 1952 
with devastating results to system 
load factor. Any sales manager who 
permitted a situation similar to this 
to occur in a business-managed, tax- 
paying utility would have sold his 
company into receivership. 

A similar situation, on a much 
smaller scale, and less pronounced 
in its effect is developing in many 
companies where—due to lack of in- 
formation, pressure from the manu- 
facturers, or prejudice on the part of 
a sales manager—the load-building 
program is tending to produce a 
lower load factor. 

The situation in any electric system 
never remains static. It is constant- 
ly changing. One appliance may pro- 
duce very desirable characteristics 


this year but two years from now it 
may have a much greater peak re- 
sponsibility. By constant careful 
analysis of load conditions on his own 
system and reference to typical load 
curves of various appliances, the 
sales manager can shift the emphasis 
from one appliance having a less 
favorable to one having a more favor- 
able load characteristic. 

Opportunities for load balancing 
for improved load factor are also 
present in the industrial and com- 
mercial classifications. Conditions 
vary so widely in these fields that it 
is difficult to prepare any general- 
ized data. Frequent opportunities for 
load-factor improvement will be dis- 
covered if the sales personnel dealing 
with such customers are fully ac- 
quainted with the program. 

Selling for improved load factor is 
the third and final phase of building 
profitable load. 


Atomic Electric Power 
(Continued from page 291) 


tric industry has advanced tremen- 
dously in the 75 years since its incep- 
tion. We foresee continued year-to- 
year advancement and accomplishment 
in providing economical service. 

Atomic energy first took on real 
significance in 1939 when scientists 
unlocked the secret to nuclear fission, 
and in intervening years we have gone 
far in understanding this discovery. 

Atomic energy will achieve its 
proper place as a useful servant in 
our civilization only when industry 
succeeds in harnessing and directing 
it to useful civilian purposes. Indus- 
try in general, and the electric in- 
dustry in particular, recognizes the 
potentialities of this new found source 
of energy. 

The American competitive indus- 
trial system is the world’s finest, en- 
compassing as it does the skill of 
people, technical, and scientific know- 
how, great facilities, investment of 
capital, and the rightful place of gov- 
ernment. We _ should endeavor to 
mobilize all these constructively, ef- 
fectively, and economically to bring 
about peacetime use of atomic energy 
and thereby a still better and more 
peaceful world of the future. The 
challenge is great indeed. 
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Monthly Energy Sales by Distributors of TVA Power 
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Personals 





George A. Donald, President and 
General Manager, Lake Superior Dis- 
trict Power Co., has been installed 
as President of the Wisconsin Utili- 
ties Association, succeeding Theron 
A. Brown, Madison Gas & Electric 
Co. Harold P. Taylor, Vice President 
and Treasurer, Wisconsin Public 
Service Corp., succeeded Mr. Donald 
as Vice President of the association; 
and Harold P. Chamberlin, Assistant 
Secretary and Assistant Treasurer, 
Wisconsin Electric Power Co., was 
re-elected Treasurer. 

Mr. Donald, a graduate of the Uni- 
versity of Minnesota, joined the Lake 


Superior District Power Co. in 1920 
and served in various capacities be- 
fore becoming president of the com- 
pany in 1951. 


Robert R. Habberley, Vice Presi- 
dent, Western Massachusetts Elec- 
tric Co., has been named Vice Presi- 
dent in Charge of Operations. Other 
organizational changes within the 
company include the promotion of 
Edward T. Augustine, Assistant Gen- 
eral Superintendent, to General Su- 
perintendent; Willard D. Fessenden, 
Cashier and Assistant Tax Consul- 
tant, to Assistant Treasurer; and 


Allen Abercrombie, Office Manager 
and Chief Accountant of the Central 
Division, to Assistant Treasurer. 

Mr. Habberley, who has been a 
vice president for the past three 
years, previously held the positions 
of assistant general superintendent 
and director of engineering. He 
joined the company’s engineering de- 
partment in 1930. 

Willard A. Gallotte, Engineer in 
Charge of Transmission and Distri- 
bution in the General Engineering 
Department of Puget Sound Power 
& Light Co., has been promoted to 
Supervisor of Engineering upon the 


retirement of Magnus Crawford, 
Chief Engineer. 
Mr. Gallotte, who has been em- 
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ployed by Puget Power for 26 years, 
is a graduate of Worcester Poly- 
technic Institute. Before joining the 
company he was a mathematics in- 
structor at Worcester Polytechnic 
Institute and a student engineer for 
Westinghouse. 

Mr. Crawford, who holds degrees 
from Dupont Manual Training School] 
and the University of Washington, 
became a draftsman and designer in 
1906 for the Seattle-Tacoma Power 
Co., one of five systems to be con- 
solidated in 1912 as Puget Power. He 
held in succession the titles of assis- 
tant engineer, superintendent of 
transmission, superintendent of dis- 
tribution, general superintendent of 
the Central Division, assistant chief 
engineer, and chief engineer. 


Peter Barry, Assistant Superinten- 
dent of the Steam Distribution De- 
partment, Rochester Gas and Elec- 
tric Co., has been promoted to Safety 
Director. 
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Annual EEI Convention 


(Continued from page 224) 


said, and he cited the Convention 
Program Committee, composed of 
D. S. Kennedy, President of Okla- 
homa and Electric Co., Chair- 
man, Harrlee Branch, Jr., President 
of Georgia Power Co., and Walker 
L. Cisler, President of The Detroit 
Co., their outstanding 
work. Special tribute was also paid 
to Institute Managing Director H. S. 
Bennion for his unceasing devotion 
to industry advancement and for his 
invaluable counsel and _ guidance, 
based upon his profound knowledge 
of industry operations. 
Appreciation expressed to 
Bendix Home Appliances and Gen- 
eral Electric Co. for their contribu- 
tions to the meeting’s success and 
to the members of Atlantic City Elec- 
tric Co. who so ably handled conven- 
tion details. Electrical World likewise 
received for 


Gas 


Edison for 


was 


special commendation 


publishing the Unconventional Daily, 
with its excellent newspaper cover- 
age of convention events and per- 
sonalities. 


Convention Panel Talks 
Available from Institute 


HE panel discussions on “The Fi- 

nancial Outlook as It Affects Pub- 
lic Utilities” and “What Companies 
Are Doing in Developing Leaders” 
presented on Wednesday morning and 
afternoon, respectively, at the recent 
EEI Convention will not appear in 
the BULLETIN but are available upon 
request to the Institute, 420 Lexing- 
ton Ave., New York 17, N. Y. 

All other convention addresses are 
published in this issue in the order of 
their presentation during the general 
sessions. 





CONVENTIONS AND MEETINGS 
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JULY SEPTEMBER 
” — and Statistics Committee, Louis- 97139 Controllers Institute of America, Annual Meeting, 
ville, AY. Hotel Statler, Boston, Mass. 
17 EEI Industrial Relations Committee, in conjunction 
with Personnel Section, Wisconsin Utilities Asso- QCTOBER . 
ciation, Green Bay, Wis. 5- 6 EEI Prime Movers Committee, Detroit, Mich. 
Tan 7- 9 Indiana Electric Association Annual Convention, 
— ti LA ‘ation El el see French Lick Springs Hotel, French Lick, Ind. 
5- nternational Association Electric League’s 18th An- ia “te ie : 
nual Meeting Pairesnt Hotel, San Ponicinss. Calif. 8- 9 EEI Transmission and Distribution Committee, Hotel 
: : Nicollet, Minneapolis, Minn. 
SEPTEMBER 12-14 Annual Round-Table Conference, EEI Industvial Re- 
se iii til iii ieee lations Committee, Sheraton Hotel, Chicago, Tl. 
o- 4iu / re 2S Hec J eS, BS eae, 8 . . 
Headquarters, New York, N. Y 12-13 Iowa Utilities Association Management Conference, 
g 2 a. P aaan than asada, * ig 
14-18 IES National Technical Conference, Commodore Hotel Fort vis poines, £ on amas wire 
Hotel, New York, N. Y. 19-21 ASA 4th National Standardization Conference and 
15-18 EEI-AGA Accounting Division Organization Meet- — Meeting, Waldorf-Astoria, New York, 
ing, Hotel Statler, Detroit, Mich. Siadeas 
17-20 Public Utilities Association of Virginias’ Annual 19-21 EEI Meter and Service Committee, William Penn 
Meeting, Greenbrier, White Sulphur Springs, Hotel, Pittsburgh, Pa. 
W. Va. 19-283 ASCE Annual Convention, Hotel Statler, New York, 
18-19 Maryland Utilities Association Fall Conference, a 
Cavalier Hotel, Virginia Beach, Va. 21 PIP Steering Committee, Edgewater Beach Hotel 
20-23 Rocky Mountain Electric Association 50th Annual ~ Chicago, Ill. . ; 
Fall Convention, Broadmoor Hotel, Colorado Seas arg : 
Springs, Colo. 22-23 PIP Workshop, Edgewater Beach Hotel, Chicago, III. 
20-26 NARUC Convention, Hotel Roosevelt, New York, 
mY. NOVEMBER 
91-99 EER “Cj rev ; . ittee. Radissx 2 i = , , : : 
21-22 gs Her ty — Committee, Radisson Hotel, 2- 8 EEI Electrical Equipment Committee, Jung Hotel, 
. ns eee ; New Orleans, La. 
21-26 International Association Electrical Inspectors, Silver - ’ He a F 
Jubilee Meeting, Edgewater Beach Hotel, Chicago, 11-13 Wisconsin Utilities Association, Electric and Gas 
i Section, Hotel Schroeder, Milwaukee, Wis. 
22 EEI Purchasing and Stores Executive Committee, 19-20 Pacific Coast Electrical Association Annual Ha- 


EEI Headquarters, New York, N. Y. 


waiian Conference, Honolulu, T. H. 
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